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Just inside the railing of this bank, customers have informal access to 
the officer who handles the loans and discounts. There is no latch or 
lock on the swinging gate and the depositor often can have his state- 
ment looked over and negotiate a loan without any ceremony or delay. 
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WHY THE BANKER NEEDS THIS BOOK 



rpHE constantly increasing demands of the business worlo! 
* on the banks have compelled bankers, whether cus- 
todians of millions or of thousands of dollars, to adopt simple 
and quicker methods of handling the day's work. This is 
especially true for the routine of loans and discounts, which 
is the subject of this volume. 

No matter how small or how large a bank may be, whether 
it has departments or not, loans and discounts directly affect 
its income. It is important, therefore, to control loans and 
discounts so wisely that credits will be safeguarded and profits 
maintained. Tested plans that have made this possible in a 
number of banks are described in the chapters that follow. 
Other volumes of this series already published cover the sub- 
jects of creating new business and controlling the cost of 
handling this business once it is placed on the books of the 
bank. It is interesting now to turn to the handling of the 
loans and discounts since this represents a fixed and heavy 
responsibility for every bank. How to judge the value of 
securities offered for loans, and how also to handle thoroughly 
yet in the quickest possible time notes and similar instruments 
of whatever description, are questions of importance that have 
their answers in the pages of this book. 

You will find described many plans that have helped to 
cut costs and simplify the accounting detail in the loans and 
discount department. You will find also some of the simplest 
and most effective practices for figuring the interest or the 
discount, for entering the loans on the bank's records, for filing 
the notes and other papers for safekeeping, for obtaining 
payments promptly at maturity, and for canceling obligations 
after payments are made. 

The chapters cover descriptions of the routine for handling 
all the various types of loans, including collateral, farm, single- 
name paper, trade paper, ordinary commercial, real estate, 
automobile, warehouse, and so on, and set forth tested 
methods to put the work through in the most direct and effect- 
ive way. While credits are touched upon incidentally in this 
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volume, yet the subject of credits and •collections as a whole, 
which is of tremendous importance for all bankers, is fully 
covered in a separate volume of the series. 

In the loan and discount department, probably more 
than in any other branch of the bank, the need of concise and 
thorough records which must be carefully classified, is para- 
mount. In this book, therefore, you will find many sugges- 
tions and ideas for keeping and classifying the records and 
speeding the routine of loans and discounts, so that credits 
may be more easily handled, and these methods are so varied 
in their application that any bank, whether city or country, 
will find the contents of value. Special attention has been 
given to the subject of farm loans, because of the development 
of the farmer as a business man and the consequent increasing 
opportunities for the vast majority of the banks to profit by 
going after this business. 

This volume was prepared by Joseph M. Regan, with the 
cooperation of James S. Baley, associate editor of the Stand- 
ard Book Department of the A. W. Shaw Company. With- 
out the help, however, of the banks listed on another page, 
as well as other bankers not mentioned, it would have been 
impossible to issue a book so rich in adaptable methods and 
information. Acknowledgment of their valuable assistance 
is here given. 

The Publishers 
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SIMPLIFYING THE ROUTINE 
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CHAPTER I 

FINDING THE RECORDS THAT GET RESULTS 
QUICKEST 

WHAT do you do when a customer comes into 
your bank and asks for $300 for 30 days just 
when the officer who handles his business is 
out? Perhaps this customer has never asked for a 
loan before. Will you ask him to wait, and stand the 
chance of giving needless offense, or will you reluc- 
tantly let him have the money? Perhaps, if you have 
no black and white record to indicate what decision 
you should make, you will feel compelled to do one 
or the other — an unfortunate procedure in either case. 
One bank has eliminated all guesswork of this sort 
in making loans by keeping on file what it calls a 
personal record of all its depositors (Figure 1). This 
file of facts is maintained in addition to the financial 
statements required from all borrowers. Whenever 
the bank secures a new customer, a card is made out 
with the depositor's name as used on checks, entered 
at the top. Other information is given below. This 
includes the date on which the account was opened 
and the amount of the customer's current savings 
deposit or certificate of deposit, if he has one. Should 
he also use a slightly different signature in ordinary 
practice than on his legal documents or checks, this is 
also recorded. For a woman customer, the signature 
ordinarily used might include her husband's name, 
while that on checks might be partially her maiden 
name. 



Digitized by VjOOQ IC 



2 ORGANIZING THE ROUTINE 

From time to time, any intimate facts regarding the 
depositor are listed on the card. For instance, an 
entry may read like this: 

Particularly friendly to this bank. Sterling 
customer. Would be good for personal loan of 
$500. Has done a lot to bring us other business. 
We want to be very liberal with her. 

Or perhaps in some cases the information may be 
less complimentary, as: 

A hustler, but careless and reckless. Has been 
arrested three times for speeding. Be very care- 
ful about extending credit. Has private income 
of possibly $5,000. 

When a customer enters the bank and applies for 
a personal loan, if the lending officer has the slightest 
doubt about passing it, he excuses himself for a mo- 
ment, goes to the personal file and refers to the cus- 
tomer's card. He then may have a definite, or at 
least an indicative guide to help him decide whether 
to make or refuse the loan. 

The file is kept under lock and key and is accessible 
only to the designated lending officers. In this way 
the information is closely held and prevented from 
being discussed haphazardly by employees. 

This is only one of the worth-while important pre- 
liminary steps a number of enterprising banks have 
taken to simplify all of their records having to do 
with lending. Other methods requisite at the start 
are to be described in this chapter, for, unquestionably, 
every practical plan to reduce uncertainty and expense 
in lending, short-cuts routine. 

Before proceeding, however, it may be stated that 
since these methods vary somewhat because of the 
many kinds of bank loans, later chapters will take up 
specifically the tested individual routine covering 
each class. It is apparent, of course, that some loans 
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Figure 1: This personal record card of each depositor enables the 
officers of one bank to size up pretty definitely at a glance the respon- 
sibility of an applicant for a loan. It thus "oils" the lending routine* 




Figures 2 and 3: A southern bank makes effective use of this looseleaf 
system for "time" and "demand" loans. There is a slight difference 
m the make-up of the forms for recording the interest payments. 
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4 ORGANIZING THE ROUTINE 

are based on prime bonds, often as good as legal tender; 
others on real estate, city and farm; still others on 
warehouse receipts, and so on; while many others 
come under the head of ordinary commercial or col- 
lateral loans. Every point, except credits, which is 
taken up separately in the volume on credits and col- 
lections, is brought out chapter by chapter, from 
handling commercial loans effectively to making cattle 
loans safe and building up savings accounts as a help 
in widening lending activities. 

THESE FORMS HAVE HELPED SEVERAL BANKS TO REDUCE 
THEIR PAYROLL AND TO MINIMIZE THEIR ROUTINE 

Obviously, unless the detailed structure of the loan 
and discount routine is well organized, hitches and 
confusion are unavoidable in the day's work. There- 
fore, concise, well-arranged records, simplified at the 
start, have saved a number of banks a remarkable 
amount of time and trouble. The work has been 
handled at less expense and with uniform satisfaction 
to busy customers. And this ease of routine is possible 
in any bank. But it is attained by analyzing concisely 
what each record must do and then not only putting 
it into operation, but using it systematically. It is 
essential clearly to keep a definite and specific record of 
each and every transaction. 

To this end, one bank has worked out a valuable 
loan register which is adequate for its needs (Insert I). 
This record takes care of all important details, showing 
whether the customer is the maker of a note or the 
indorser, and including all other facts, such as the 
amount, the date paid, the credit line, the total in- 
debtedness, and the like. 

A southern bank, which formerly used seven bound 
ledgers in recording loans and posting payments and 
interest, has also devised a new and quicker way of 
handling its routine. The plan comprises a complete 
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Figure 4: Another sheet from the looseleaf ledger of a southern bank 
is illustrated above. It takes care of the details of each real estate loan 
and has spaces for a description of property and for payment entries. 
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Figures 5 and 6: These two sheets used in conjunction with Figures 
2, 3, and 4, form an important summary of all loans and of all payments, 
whether of interest or of principal. Notice how compact they are* 
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6 ORGANIZING THE ROUTINE 

iooeeleaf system, which includes different colored 
ledger sheets of the same size made up similarly for 
"time," "demand," and "real estate" loans (Figures 
2, 3, and 4). Two other sheets are also provided, one 
to furnish a complete record of "loans made and 
purchased" (Figure 5) and the other, of "payments of 
principal and interest on loans" (Figure 6). 

This new compact method has reduced the labor 
cost one half because much routine work, formerly 
duplicated in such details as the daily changes, the 
alphabetical loan list, and the monthly accrued in- 
terest bills, has been removed from the general books. 

"It is a great convenience to the loan department," 
says an officer of this bank, "to have the complete 
ledger records always readily at hand, avoiding many 
time-wasting trips to the rear of the office to look up 
loan payments, and so on. Until recently all new 
loans, and all payments on account of principal and 
interest were entered on separate tickets, one for 
each item, sometimes the accrued interest tickets 
alone amounting to several hundred in one day. 
These had to be entered in a permanent record by the 
general bookkeeper, and they always arrived at a late 
and inconvenient time. Using totals only and making 
but one record has proved a great time saver." 

A Wisconsin bank handles its loan routine at low 
labor cost by using a triplicate recording system, one 
sheet for the discount register (Figure 9) on which 
loans are listed in numerical order as made; a second 
copy for the liability ledger (Figure 8) on which is 
kept the ledger account with each borrower; and a 
third sheet for the maturity tickler (Figure 7) which 
is used to keep track of the date of each loan. 

The three records. are made iiwone writing by the 
use of carbons.. The liability ledger is arranged 
alphabetically so that quick reference can be made 
to the facts regarding any borrower. When a loan is 
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Figures 7, 8, and 9: Lending routine is reduced to a simple operation 
by a Wisconsin bank which uses these forms* The three sheets com- 
prising three distinct records for easy reference are filled out at one time. 



Ambridg* Swings tod Tratt Company 



MATURITY TICKLM 



Ambridga Sarins* sod Tratt Company 

AmUDGB.1*. 




Figures 10, 11, and 12: The record sheets shown here vary slightly 
from those shown in Figures 7, 8, and 9. They provide ample space for 
entering the number of any notes which may have been renewed. 
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8 ORGANIZING THE ROUTINE 

paid, the liability sheet is removed and stamped 
"paid." It is then filed away in another compart- 
ment used for the purpose. 

The maturity tickler sheet is filed under the proper 
due date and thus automatically acts as a guide to 
following up each loan for prompt payment. The 
sheets for loans paid on any date act as credit slips 
for the teller and the total of these tickler copies 
show each day the amount to be charged to general 
cash. The tickler file readily brings to prompt 
attention any loans past due. 

A variation of these sheets is shown in Figures 10, 
11, and 12. The general principle of their operation is 
the Bame. Should a borrower's account become 
sufficiently active, a sheet such as the contingent 
liability form (Figure 13) is used to record the indi- 
vidual loans, and the separate sheets are destroyed. 
To make the work even more simple all sheets are 
of a different color. 

Simple application forms are a help in banks where 
the clerical force is limited. The concise one used 
by a western bank and reproduced in Figure 14 has 
proved of value. All of these important records are 
necessary in a well-organized bank. Especially is 
this true in handling collateral loans. Often the 
collateral is filed, and no easily accessible and complete 
record is kept of each application and its disposition. 
As a result, misunderstandings may occur and no 
adequate records may be available for reference. 
Guesswork, obviously, is hazardous in a bank. It 
may lead to losses and dissatisfied customers — points 
which are taken up more fully in the volume on in- 
ternal majiagement. But, first of all, simplicity of 
records is desirable. 

For example, one baoak in the South formerly kept 
separately a loan and discount register, a note tickler, 
and a liability ledger. About 10 days before the 
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Figure 13: In order to assemble each customer's record of contingent 
liability on one sheet, a Pennsylvania banker uses this convenient form. 



APPUCATION FOR LOAN 

i. N. — lai 



\o 



C- N. BLACKWELL President. 

Pint National Bank. 



DEAR SIR: 

I hereby make application for a loan in the torn of f - 

for a term of days, months, and to i 

I offer the f 

Nai 



Or Mortgages on Real Estate. 



Or Mortgage on Chattels _ 



If the loan is 
notice of its 



by* your Discount Committee I will at once, upon receipt of 
execute the proper papers covering the collateral abort 



\o 



Yours very truly. 



Figure 14: Loan applications to be effective must be as simple as 
possible. This form adopted by a New Mexico bank is concise and yet 
complete. ' It has proved satisfactory to both lender and borr ow er. 
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10 ORGANIZING THE ROUTINE 

notes matured it was necessary to write up the due 
notices from the tickler. This meant that, for every 
loan, three permanent records and three separate 
entries had to be made, besides writing up the due 
notices. An enormous saving in time and stationery 
cost was made by adopting a system of five records 
all made at one operation. As a result, the work is 
done with one less clerk and more satisfactorily than 
before. The bank has a capital of $100,000 and 
deposit? of $400,000, and every item of saving counts. 
The newer "one-operation" system is simple and 
concise. All of the five records are made at one time 
on a typewriter. The entries stand out clearly, and 
automatically lessen considerably the chances of mak- 
ing mistakes and annoying errors. (See Insert II.) 

HOW A NUMERICAL REGISTER 8AVE8 TIME IN A 80UTHERN 
BANK, WHILE FULFILLING SEVERAL OTHER PURPOSES 

The first sheet is the register of notes due. It is 
divided into five equal portions for the entry of five 
notes. The top of every sheet is always started with a 
number ending with 1 or 6, and the last number on 
every sheet ends with 5 or 0. Perforation is made on 
the top only and the side is punched for binder posts. 
On account of the numerical arrangement of the sheets 
consecutively, the absence of one or more of them 
would be immediately detected ; therefore as may easily 
be seen, this method provides a greater protection 
against error than the old method of pen-and-ink 
entries in a bound book. 

The register sheets are placed in a binder and form 
a book, in the regular numerical order, just as though 
you had them typewritten into a bound book. They 
may afterward be transferred to an auxiliary binder 
and used for reference purposes. 

The sheet which comes next is the maturity notice. 
It is sent to the maker, giving all the necessary details 
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each note receives attention, the proper entry is made 
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it is sent to the maker, giving all the necessary details 
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SPEEDING UP EVERYDAY TASKS 11 

— the due date, the name of the indorser or the de- 
scription of the collateral, the amount, and the dis- 
count. It further shows the last day the note can be 
attended to without being protested; indicates that 
a new note cannot be altered nor can any change be 
made if it is to be renewed; and that a certified 
check is required in payment of the obigation if it 
is drawn on some other bank. 

There are two facts that it does not show, namely, 
the net proceeds and the date the note was discounted. 
This information is withheld for the following reason: 
It frequently happens that a note is not run through 
the bwk on the date presented, as the note may be 
late for the day's work, and, of course, not be run 
through until the next day. Consequently the dark 
square portion of the notice blocks this out. This 
omission is immaterial to the maker as it does not 
change the due date. But if the due date were the 
fifteenth and the date of discount were the sixteenth, 
the maker might think that a mistake had been made 
and that another day ought to be added to the time 
fixed for payment. 

The maturity notice is filed according to the due 
date and at the proper time is taken from the file and 
checked with the note, after which it is sent out. 
This operation verifies the facts of the obligation. 

The sheet which comes third is the tickler. This is 
also filed according to the due date. Thus under the 
proper date there must always be a tickler to corre- 
spond with every note, and vice versa, which acts as a 
check-up on the filing. In fact, the note, the maturity 
notice, and the tickler would have to be incorrectly 
filed before any transaction could be overlooked. 

On the due date, after each note has been checked 
with the tickler, the notes and the tickler cards are 
conveniently placed near the note teller's wicket. As 
each note receives attention, the proper entry is made 
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12 ORGANIZING THE ROUTINE 

on the tickler, at which time it becomes a work ticket. 
For illustration: When Hayes pays his note for $200 
on the due date, the teller merely enters under the 
blotter heading, "credit loans," the amount paid, $200. 
If the note is renewed for $100, that amount is entered 
under "credit loans," and the amount of discount 
under "credit discount." Where it is necessary, the 
word "interest" is substituted for" discount." 

THESE SIMPLE SYSTEMS ELIMINATE "RED TAPE" AS WELL 
AS HELP TO PROTECT THE BANK'S INVESTMENTS 

At all times during the day the teller, therefore, has 
a double check on the notes on his desk. If a messenger 
should remove some of them, none can be overlooked 
because all the tickler cards are retained. In a bound- 
book tickler two notes may be hurriedly checked instead 
of one, but with this system, the tickler has to leave the 
teller's possession and go through the regular routine 
in order to receive attention. At the close of the day's 
business the unpaid notes remain with the teller who 
also has the remaining tickler papers as a further check 
on the day's work. 

The sheet which comes next is for the bank's record 
of the indoraer if any, and the last copy (the top one) is 
for a record of the maker. These cards are filled alpha- 
betically, the one for the indorser under his name and 
the one for the maker under his name. This auto- 
matically brings each individual's liability, either as 
maker or as indorser, into one place in each file; so that 
the total liability can be seen at a glance. 

When a prior payment is made on a time loan, or at 
an interest period on a demand note, a pencil is drawn 
through the original amount and the new amount is 
written on both the "indorser" and the "maker" slips 
in the spaces provided at the lower right-hand side. 

In keeping the liability file it has been found advis- 
able, after the tickler has been put through the work, 
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AVERAGE BALANCE 
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Figure 15:- This card indicates the ease with which one bank keeps 
track of the average balance of each customer. When the borrower 
makes a request for a loan this deposit record helps the lending officer. 



wm 



imi fr, ****** ** 



Figure 16: All necessary information concerning borrowers can be 
condensed on both sides of a card like this. The heavier type showing 
quick assets and excess liabilities is printed in red in the original form. 
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14 ORGANIZING THE ROUTINE 

to remove the "indorser" and "maker" records for 
matured paper. These matured liability slips are 
transferred to a reference file, alphabetically arranged. 
The active file is then necessarily accurate, up to the 
minute, and free from all matured liability; while the 
inactive file is a complete and ready record of all former 
transactions. It is obvious that, with a record which 
can be so readily consulted, much time and effort are 
saved as compared with the old method of searching 
through bound books with no other clew than the 
approximate date of the notes. 

With this system all records are in balance with the 
register. Thus one proof only, that of the register, is 
required to assure the complete accuracy of all the work. 
And all the errors, which are mainly due to copying, 
are eliminated. 

If the cashier of the bank, for instance, receives any 
new information about Hayes, he simply goes to Hayes' 
name in the liability ledger and finds exactly how this 
customer stands with the bank. He knows accurately 
whether the loans to Hayes are protected with sufficient 
collateral or indorsement and when they will be due. 
There is no guesswork about it. 

Even though each slip is small, it is adequate for all 
practical purposes; for if there be a large list of collat- 
eral for any loan, the clerk making out the records 
simply writes in the space for indorsement or collateral 
the words "listed over." Then after the forms are 
run through the machine, they are reversed and the 
collateral is listed on the back. 

When there is more than one indorser and a record 
is desired for each, a separate sheet is used and carbons 
inserted between as many sheets as desired under the 
space for indorsement on the liability ledger sheet. 
The whole arrangement makes for simplicity, accuracy 
and time saving. It is only one of the ways banks have 
employed to short-cut work. 
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SUMMARY OP TRANSACTIONS OF LOAN AND DISCOUNT DKPARTNBff 




April 23 to 29. 1918. 






Mr Cook 






Proa Mr. Gordon 






C0CLAT8RAL NOTES 






Coll Not** Doe April 23 to April 29. • 67.387.76 


Paid $12,955.93 


201 


Put Due Note* and Note* Paid in Advance 23.042.76 


" 17.963.71 


78* 


Total §90.430.52 


$30,919.64 


34* 


DOMESTIC AND FOREIGN NOTES 






Straight Notoa Duo April 23 to 29 §11.138.30 


" ♦7,147.89 


64f 


" " Past Duo and Notes Paid 






in Advance 65.833.55 


65.833.65 


100* 


Total $77,071.85 


$72,981.44 


"* 


In this total Is Included $60,000 Cosaerclal paper returned 




and $8,323.56 Cattle paper paid 






LORD NOTES 






Lord Notes due April 23 to 29 $2,890.57 


Paid $1,642.53 


87* 


* " due, past due^and paid 






advance April 23 to 29 1.451.02 


1.451.02 


100% 


Total $4,341.59 


$ 3.093.55 


71* 


Total Lord Notes Charged Bach 






April 23 to April 29. $1,117.47 


Lane-Beecher 


$ 50.00 




McArthur 


105.00 




Northwestern 


202.50 




Walker 


175.00 




Borden 


120.00 




Queen Motor 


84.97 




Max Hayea 


100.00 




National 


40.00 




McCarthy 


50.00 




Scott-Fee rer 


90.00 


Total Payaents $107,144.92 On Us $9,175.55 


81 




Cash and 






Checks on 






Other Banks 97.969.37 


J2 





Figure 17: The officers of a middle western bank have found this 
method valuable for summarizing the transactions of the loan and dis- 
count department. It provides a clear record of each class of paper. 



The Market and Fulton National Bank, 

OF MKW YORK. 

CREDIT 

191 



Figure 18: The lending officers of one bank use this simple ticket to put 
through credits on borro we r s ' accounts for loans passed on favorably. 
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16 ORGANIZING THE ROUTINE 

Still another bank has simplified its record of the 
average balance for each customer so that any lending 
officer can tell at a glance just how satisfactory the 
deposits have been (Figure 15). For instance, if he 
desires to get quickly a general survey of the account 
covering a period of several years, he looks at the first 
column on the card for the information. If he desires 
more detailed figures by months, he finds them in the 
succeeding columns. The conciseness of this record — 
all data being placed on a 3 by 5-inch card — is striking. 
In contrast, many records of this sort are large and 
cumbersome. Think of the time Baved in the routine 
of a busy bank by having even one of these records 
made up in the convenient style shown. 

Similarly, in the same bank is a file of all borrowers' 
financial statements, each condensed on a card V/% by 
9 inches in size. This card (Figure 16) is printed in two 
colors, the quick assets being shown in red in the first 
column. Under liabilities, the excess liabilities, if any, 
are also in red. Columns are provided to show figures 
for four years. For general reference or information 
this card is unusually easy to handle and provides a 
compact method for referring to the status of any cus- 
tomer's business. 

On the reverse side of this card, space is provided as 
shown for entering the deposit balance for each month 
of a four-year period and the amount of any loan for 
any month. At the bottom the averages are shown. 
At the right are spaces for entering the name of any 
inquirer about this customer, the information being 
kept for reference and record* It is readily apparent 
that such simplified records faithfully kept are well 
worth while in handling loans. 

Another convenient record of a middle western bank 
is the weekly summary of the transactions in the loan 
and discount department. The percentage of notes 
paid when due, the percentage of past due notes paid 
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SPEEDING UP EVERYDAY TASKS 17 

and the total amounts, and the like, are indicated as 
shown in Figure 17. This record has been found 
remarkably valuable in checking the liquidity of the 
paper held by the bank. It shows the officers just how 
the loan department stands and indicates any danger 
signals in the liquid character of the notes held. 

Lending officers use various forms to put through 
tickets crediting borrowers 9 accounts for loans granted. 
It is important to cover this step well as a check be- 
tween departments. A simple form found during the 
investigation for this series is shown in Figure 18. 
Of course, other forms of this sort may be just as suit- 
able for the routine of some banks, but the one shown 
may suggest the simplicity possible in many of these 
important records. 

The main point to consider, after all, is how to 
exclude "red tape" from all bank records, and still 
thoroughly take care of all items. This chapter points 
out ways to curtail the time, the labor, and the expense 
of keeping the loan and discount records of a bank, 
and suggests the important, tested methods, to be 
considered specifically in following chapters, for han- 
dling the various classes of loans. 
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CHAPTER n 
HOW A DISCOUNT COMMITTEE BUILDS BUSINESS 

A SOUTHERN bank has a discount committee 
of three members. They do not meet together 
oftener than once a week. Yet they attend 
daily to all the business referred to them. Customers 
do not have to wait. 

This is how the committee does it: A daily schedule 
has been arranged calling for each member to visit 
the bank twice a week. Instead of all meeting to- 
gether, questions of policy have been worked out so 
that one committeeman shares with the lending officers 
the responsibility of passing ,on loans and discounts 
each day. 

In other words, it has been found practicable to 
have the lending officers attach their recommendations 
or suggestions to any paper on which there is the 
slightest question and to place this business before 
the member of the committee who happens to be in 
charge on that particular day. His judgment, added 
to that of the lending officer, is considered sufficient. 
The bank keeps a list of all loans granted or refused 
each day, and when the three committeemen meet 
twice a month or oftener, these are read off. At this 
full meeting any suggestions are made as to the future 
consideration of loans which have already been made 
And are about to mature. 

The bank has found this plan to have a number of 
advantages. In the first place, instead of requiring 
the time of three directors each day for half an hour 

18 
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METHODS THAT GET RESULTS 19> 

or perhaps more, only one man is asked to report. 
This means that he is free from these duties four days 
a week — a considerable item in time for a busy man. 
Furthermore, the plan makes each committeeman 
alert to conserve the interests of the bank and yet 
retain its customers. It also urges him to make a 
showing equal to that of his two colleagues. 

On the other hand, the fact that a committeeman 
is on duty each day to go over all items means that 
effective service is rendered to all customers because 
each is informed promptly regarding his application. 
Probably what irritates an applicant more than any- 
thing else is not necessarily a turndown, but a delayed 
decision on a turndown. If a business man or indi- 
vidual has to wait a week to have his application 
passed on and then is refused the loan, his position 
becomes, perhaps, decidedly embarrassing. 

Here is one duty, or public service, if it may be so 
called, which discount committees owe their banks 9 
clients. No more is it fair for a committee to keep 
an applicant waiting in a state of uncertainty than 
it is for a supplier to fail to ship a valuable order 
of goods on time. 

So this committee builds business while still giving 
a minimum amount of time to the work. The illus- 
tration indicates the importance of the discount com- 
mittee, what its duties are, and how it may simplify 
and yet adequately fulfil them. 

A Chicago bank has a somewhat similar plan which 
has proved entirely satisfactory. There are 12 di- 
rectors and each serves on a committee of three twice 
a year. This means that the personnel of the com- 
mittee changes every two months, so that every 
director keeps in close personal touch with the loan 
activities of the bank. 

There is no opportunity to leave the responsibilities 
of the committee "up to the other fellow." 
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At a meeting of the Board of Directors of the 

Ranlr of 

:h»>rf at their Banking 



House, this day «f 1Q1 

the following RESOLUTION was adopted: 

cReabluecl, That the President. Vice-President, 
Cashier, and Assistant Cashier of this Bank, or either of them, 
be, *nd are hereby authorized, to execute the note or notes 

of this Bank to the extent of 

Dollars, 

pledging securities or business paper for collateral, or fur- 
nishing individual names as indorsers, to the Third National 
Bank of St. Louis, for the purpose of obtaining a loan for 
account of, and use of this Bank; or to use the Bills Receivable 
of this Bank for discount, rendering the same negotiable by 
•Indorsement. This authority to be in force until revoked 
in writing, and 

FURTHER RESOLVED, That any loans heretofore 
made to, or paper rediscounted for this Bank by the said 
Third National Bank of St. Louis, be and the same hereby 
are approved and ratified. 

I hereby certify that the above is a true' extract from 
the minutes of said meeting. 



Cathkr ad SMNftaty of Board of Director*. 



Figure 19: The boards of directors of some banks have printed sheets 
to enter the minutes of discount committee meetings. One bank finds 
this form convenient to set forth its discount policy; it does away with 
all possible misunderstandings and furnishes a record of authority. 

20 
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This " rotating" committee meets once a week and, 
to compensate the directors somewhat for the time 
involved, each one receives $5 every time the com- 
mittee convenes. At these meetings the three directors 
on duty go over all loans made during the week and 
pass on applications which for any reason have been 
held up by the lending officers. They pay particular 
attention to real estate loans in order to guard against 
tying up money too long in slow or questionable 
assets. Often they themselves go to inspect the 
property and to check up its value and general con- 
dition carefully. While this takes some time, occa- 
sionally, the directors feel that it is the only way to 
conduct a banking business safely. In fact, they 
realize that it may save a considerable amount of 
time, trouble, and possible losses later on. 

AN INSTANCE WHERE FORE8IGHT WAS INSTRUMENTAL 
, IN GAINING A VALUABLE ACCOUNT 

Maturing loans also come before the committee for 
recommendation. Perhaps a loan has run too long. 
Definite instructions from the committee to have 
it taken up back the lending officers in their efforts to 
keep the records free from old paper. On the other 
hand, a customer who needs the cooperation of the 
bank may have paper coming due that ought, under 
the circumstances, to be renewed. The committee, 
according to its wide experience, carefully decides to 
allow the note to be renewed. 

"Our plan has raised the standards of our loan 
department considerably," says the cashier of this 
bank, "and we know that our charge-offs have been 
reduced to the lowest possible figure." 

Whatever the method of conducting the meetings 
of discount committees, it is important that offerings 
be presented in the most convenient form so that 
the needs of customers may be analyzed quickly. 
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22 ORGANIZING THE ROUTINE 

Therefore, forms like those mentioned in Chapter III 
are particularly desirable. 

What are the duties of the discount committee? 
Primarily, of course, to pass on credits, a subject which 
is more fully considered in the volume on credits and 
collections. However, the actual credit of all appli- 
cants is carefully tabbed and set forth by the credit 
department, and it remains for the discount committee 
to settle any problem beyond the province of the lend- 
ing officers. But the duties of the committee extend 
beyond the passing on applications. They include: 

1. Passing on all paper promptly 

2. Sizing up applications from the standpoint of 
building a larger business 

3. Coaching the bank's officers on how to supply a 
service of greater breadth to all customers 

4. Detecting dangerous developments in the busi- 
ness of any client 

5. Keeping accurate, complete, and systematic 
records of all meetings 

6. Planning ahead for the future line-up of loans 
<and discounts — thus keeping the proper balance in 
the bank's "working capital" 

7. Reporting to the board of directors, when 
necessary, any developments of unusual importance in 
the money market or in connection with the paper 
submitted for approval 

8. Rediscounting other banks' paper on authority 
from the board of directors. 

The importance of passing paper promptly has 
already been emphasized, so let us consider what the 
discount committee sometimes accomplishes by being 
alert to the needs of applicants and by sizing up their 
possibilities for building a greater business. One 
instance will illustrate what this may mean. At the 
outbreak of the world war three young men saw the 
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opportunity for putting through large foreign contracts 
and for developing a profitable export business in 
neutral countries. They secured an attractive line 
of contracts and took these signed papers to the bank 
for the purpose of borrowing to finance themselves. 

These men had not been big customers of this bank, 
nor had they established a line of credit through 
years of business success. It would have been easy 
for a discount committee to have turned down this 
application, but its members saw farther ahead and 
made the loan. These men now have an enormous 
business running into millions, and the bank, of course, 
has profited largely. Experience has shown that for 
the discount committee of a bank to pass on loans in 
a perfunctory way is almost certain to mean overlook- 
ing opportunities for extending its business. 

HOW THE DISCOUNT COMMITTEE COOPERATES WITH 
THE OFFICERS TO BUILD BUSINESS 

The discount committee has frequent opportunity, 
also, to coach the officers by giving them examples of 
the best way of handling applications to render val- 
uable service to customers. 

"By going over important problems with the 
officers, we help them in their vision," says one bank 
director. "When we find officers, in their daily 
tasks, showing a tendency to narrow down in their 
attitude toward customers who make unreasonable 
demands in borrowing, we try to show them how they 
can serve our clients effectively and conservatively 
without losing business. 

"Each officer is instructed to make every customer 
understand our attitude toward an application for a 
loan and to reason out every point for him, whether 
our decision is favorable or unfavorable. We instil 
into our lending officers the idea that they must know 
absolutely why they say 'no/ or why they say 'yes* 
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Untnut r L Beraldte o/a aha hae aa allotaeat of 8811.00 seat to aa for Ms 
oredlt ecoh aoa%h,aald he ni ordered eat of the elty today aad oaated to oterdrae Mo 
oooooat 823.00 ootll oad of ooatli ohoa hie alletaeet eoeld be received, too overdraft 
oao therefore aotberlaod. 

maxruct's oma 

(Date) Roveabor 20. 1917 Total trees dcpealte - 921.533.888,84 

total each oa baad aad la dopoaltarloa - - -. 8 3.919.141.13 

Uoo 

Reciprocal Beak Balaooea 9 347.000 

Seeretary'a chocks. aad oo forth* 388.000 8 €31.000.00 

■at Oaah ---•3,287.141.13 

Reaerve la Pedoral Reeorro Book of Alton .... ..............9 1.494.018.11 

Receive repaired by Podaral Reocrve Aot ................. 1,488.192.00 

bean ..... $ 27.834.11 

Baehlaftoo Clcarla* Hooao - Bovesber n. 1917 (Datal 

Credit* ..__....-«...... .... $ 975.040.39 

DoMto . ..... .... 741.828.84 

Balaaoa - DaMt . 9 188.488.19 

VXCB-nOBXSBXT'S OPPXCS 

Tloc-Procldant and faro teoa Off lor mob vrlloo : 

Tee peoltloa la tha Pare Loaa Departaoat' reoeatly aada vaoaat by tho Itoaicaatloa 
of Bro Bay C Hoera ia bow balnc f Iliad by Hlaa Katharloo Petaoldt of Bromevllle.Pe. 
11m Potsoldt ni latroduoad to tha Dapartaoat by Dr R J O'Reilly aad Br. ffMheeRh 
of tha Traat Departoset 

aVRBTART'S 0PPXCB 
tha 8oorotc ry art tea; 

applloeUeae. loaoo. aa folloao. treated: 

fl) Baak of flarrleoovllle Texaa 99.000. forty daya. belat reaeeal lto aoto daa 28th 
last . aad part of 815.000, oa Its varlosa osatoaora* aataa acgratatlas 828.457.27; 

13) Brookaayar Brothara. 8300, alxty days 

Loans, aa follooa, approved: 

fl) Praaola Bro. ft Co.. 8100.000. flftaao daya. oa collateral la ear poeooaaloa. aarhot 
velae 8123.600. - Por other ladebtedacea la thla connection, aee alaoU Utta last.. 

|2) J. Sheppard 301th. 84.900, aa oall. oa 85.000, Called Statea Governaeat Saoaad. 
•■Liberty Loaa" 4a - Br. Salth alee ovea 88.000, oa oall. oa bla aote. 88.000. doe 
Jan. 2. 1920. aeoarod by flrat deed of traat oa 4334 8eetalaoter Pleoo. appralaed at 
813.000 

<3) Prledoae-D'Oeaoh Bood Co.. 831.500, oa oall. oa 835.000. Craat Coanty. .Xad.; Road 
Biatrial pi-do. - Per other ladabtadaaoo la thla ooaacetloa. aee alaate 19th lest.: 

|4Y (Bra.) Loalae Brlator. 8100. oaklai 8200. doe Bar. 8. 1919. oa oar oertlfloato aff 
depoolt. 8390.19. doe aald data; 

(8) Oao. P. Laata. 8200, oaklag 89.750, oa oall. oa aotea. Laate Real BaUta ft 
Zaveotaeot Co. attretatlaf 88.250, aeoarod by flrat dccda af tract oa (a) 150' lo 
Pereyth Plooe. appralaad at 87.000, aad (b) 3838 Bcetalaeter Plaoe. appralaed at 84.809. 

|9) (ttlaa) aaaa L. Rodolpb. 850, payable oa or before thirty daya. taklac ap bar aoto, 
•ISO, daa today, oa aaaa collateral; 

IT) Bo. Doaoorth Brooesvllle.pa, 850, three ooatha. note ladoraad by 8- T. Bare* 



Figure 20: Here are two pages of a bank secretary's periodical report 
of general conditions to inform the discount committee of the trend of 
loans and deposits. It visualises so thoroughly the financial progress 
of bo r rower s that the loan committee can easily curtail loans or increase 
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Baaoatloa. aa oaroty. appoal bonds. 820,000, Cbarloa L. Bartla onto Bartba 
ialm. la aattor jadgaoat. f 10.000, roadsrod la Bortoa Clrrait Ceart. Coaaty of 
CaviaiovB. fa. for paraoaal lajarlaa la aa aataaoblle aooldaat. tbla Traat Coapaay 
to ao ladoBnlflod by aaalgBBoot of 1 19. 000, preferred atook. Craadoa Bartla Bfg. Co. 
illylai agrooaoat. r 



•a baldar aad oanor of §2.000. par oalaa. Hilar -Baablagtoa Tlabor Co. lot fa 
taarrlod oa oar booka at 8100 ). ooasoat to plaa of roorgaalaatloa. aa oatllaod la ropoK. 
Sbpt. 28, 1017. of Beadbaldara' Protoetlvo Coaalttoo. aadar agrooaoat of Jaao 12. 1018. 
terlptloo for oar pro rata abaro of too aoa oorporatloa'a aotoa aad opaaoa atooh. 

CODBSBL'8 OPPZfiB 
tbo Aaalataat Oooaool orltoo; 

Xo roply to oar talograa taaalrlag aboa to ospoot foraa aad rogalatloaa aadar tbo 
tradlag vltb tba Baoay Act. Uoabargor Davla today airod aa aa follow: 
•ad foraa vlll bo roady la S or 4 daya. Do aotalag aatU tboy roaeb foa.« 



11/21/17 

Bra. Bartla B. Oblto. 12 Hlgblaad Taraaoo. Blobaoad Halghta.. Idaa. by J. 

A. WooTor - - - -------- - - - - - g 10B.0O 

•aapolor. Coo. 0.. Batortoaa, .III. Zdoa. by I. J. Kropp. roopoaod 270.00 

J. V. Boall. Hayoa. 111. Zdoa. by floo-Prooldaat Harb 800.00 

Jaat Ugbt Prodoota Carp, of lasaa. Zdaa. by J. C. Oolllaa 1.041.40 

•tools. Qoorgo B.. 3833 Sbaa Avo. Zdoa. by L>aa Avo. Bpaortb Loagaa. roop. 18. OO 

P ACCOUBTS ( 
11/21/17 
. Bomadotto. 2727 ■. Slagablgboay. Zdaa. by Rov. P. R. Bradloy. a/b 

•80.00 -------------•-----------------»-- S. 8.81 

i 8. baboo. Spoolal a/o. 8219 Cabaaaa Ava. Zdoa. by bar o/a- a/b 880.00 - - 18.88 

EP08Z7 OBPAI 
11/20/17 

. Paaala A. Pollard. 8037 Paga Ara. Poraar roator. .. --»-----.--%. 8.00 

•t. lab* 'a Hoapltal Aaa*a. o/o fa. Borrltt.'Troaoaror. o/o Baroaatllo Traat 

Oa. Ootag to Maroaatlla Traat Co. LoeaUoa aoro ooavoaloat -------8; 10.00 

taaoo 8. Bryaa. Bra. J. B. Batlaok. 8810 Blaaor Aoo. Bo fartbar aab ----- - 8.00 

Goo. L. Dyor. 708 U Sail* Bldg. Bo fartbar boo 8.00 

Tbo Bllllaa Bias Zav. Co. . o/e Ba. Blag. 8324 Looaat St. Bo. fartbar aao 8.08 

J R. Bobdo. Bra. Mary baboo. 826 B. 4tb St. Bo fartbar aao. *-- 8.00 

■ra. flola Clydo BoVlo - - 8 8.08 

• • • • liao- 

• - - • --,- • 3.00 

■to. Hoary Blaaor ..------,.--. ,.-.-.. 8.00 

11/21/17 

BaPaBBBBTBO. 

aaatara Coaaolldatod Load Co. . Blalto Bldg. Baoa aaotbor boa baro -------A) 80.08 

Ooo. A. Bora. 2828 Ualooralty St. Haao/a --------- ---------- 8.08 

, Bary B. BoCorkoll -.---.„._-•• --..fc 8.80 



approvals according to conditions. All facts are stated simply and 
definitely; and there is no need for a long, troublesome analysis. The 
plan will help almost any bank. It keeps the discount committee well 
informed and suggests a concrete way for assembling information* 
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26 ORGANIZING THE ROUTINE 

in regard to all loans, and that they must be frank 
in answering the customer, who is to be helped in his 
understanding of the situation, rather than sent away 
still wondering. " 

It is necessary to keep accurate records of all dis- 
count committee meetings, not only for the informa- 
tion of the directors, but in compliance with the law 
and to safeguard the bank's activities. In progressive 
banks any instructions from the board of directors 
are also given in writing and, in some, printed sheets 
are used for entering important items. For instance, 
as indicated in Figure 19, one bank has a special 
record to cover instructions regarding rediscounts to 
another bank. 

The discount committee in some banks also checks 
over the reports of officers. A typical report of this 
kind (Figure 20) is reproduced on pages 24 and 25. 
It enables the committee to watch its balances and to 
curtail or increase its approvals on loans. 

Evidently too much attention cannot be given to 
the duties of the discount committee of a progressive 
bank. If conducted properly, these meetings are 
profitable in guiding the bank to greater and safer 
profits. The main point is to keep in touch daily with 
conditions, and thus minimize charge-offs and afford 
prompt service to customers. Not only that, but the 
officers are then backed up properly and, as one banker 
comments, " greater team work for business building 
invariably results. " 
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CHAPTER III 

MAKING THE DISCOUNTING ROUTINE EASY 
TO HANDLE 

THE charge-offs on account of bad loans and dis- 
counts in a southern Illinois bank averaged only 
0.003 of 1% annually over a period of six years. 
One reason for this remarkably small loss was a sys- 
tematic handling of loans by the discount committee. 
In many banks the work of the discount and loan 
committee is still largely perfunctory — at least it 
merely meets periodically to approve loans which have 
been made, rather than to pass on them ahead of time. 
Many bank directors, of course, say that they are 
paying their officers ample salaries to pass on loans 
just as a manufacturer or merchant pays his credit 
man to pass on customer risks. However, they over- 
look, perhaps, the trite fact that a decision made by 
three men jointly may often be wiser than that made 
by one alone. It is true that for the great majority of 
loans the lending officers should be able to make de- 
cisions correctly, but there are always the outstanding 
exceptions which should have the combined judgment 
of the members of the discount committee. 

In the bank cited above the discount committee is a 
definite, active part of the daily routine of lending. 
The officers, of course, take care of all ordinary notes. 
The discount committee, however, passes on every 
item on which there could be a possible question. It 
meets every morning at 9 o'clock and takes up all prob- 
lems on loans and discounts. This obviates one of the 
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The Market and Fulton National Bank 

or m 

Offered for discount by 



Amounting 
_ Items to $_ 



Figure 21: An eastern bank uses this small form to record each cus- 
tomer's discount offerings. It is concise, yet it has all the necessary data. 



! Offered For Discount. 
— O iai 



Own Paper. 



Bill* Receivable Total. 



Now Under Discount. Own s_ 
B/R. S» 



Balances 

<»«(viou» viar>_ 

IPMKVtOUB MONTH! 



AtMCD «-IN« Or C*BO«T_ 



DESCRIPTION OF PAPER 



REMARKS: 



K) 



APPROVED 



Figure 22 : Here is a concise report sheet for the discount committee. 
It not only records all information regarding the paper attached to it 
but also gives the amount the customer already has under discount. 
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TAKING KINKS OUT OF THE WORK 29 

difficulties many banks have in failing to get action 
promptly on the applications referred to these officials. 

For instance, a customer may wish to have a decision 
on his application the following day. The committee 
may not meet until the following week — some get 
together not of tener than every two weeks — so that 
there may be an awkward delay and sometimes the loss 
of really profitable business. Every item of this sort 
comes to the committee in the Illinois bank every 
morning. Therefore no unnecessary delays vex the 
applicants, and if turndowns are necessary, they come 
before the customers are nettled by having to wait 
needlessly in uncertainty. 

To make it fair to the committee to meet so often, a 
nominal salary of $25 monthly is paid to each of the 
three members. Many committees receive no com- 
pensation for their work except as any member happens 
to be a regular paid officer. This bank has found it 
both practicable and highly desirable to pay a salary 
to the committee. It has found the reduction of losses 
to be far greater than measurable in the salary expendi- 
ture of $75 a month. The small amount of charge-offs 
tells the story of added effectiveness. 

This is just one way to perfect and to strengthen the 
discounting routine in progressive banks. Proved 
ideas that have worked out satisfactorily in one bank 
can often be adapted to other banks. So this chapter 
will set forth some of the most interesting routine plans 
found effective in the numerous banks investigated. 

Of course the discount department is interested 
fundamentally in the offerings presented, and while 
these usually are first passed on by the lending officers 
or the discount committee, it may be well here to touch 
briefly on this phase of the work. One bank uses a 
small, simple form (Figure 21) for recording the offer- 
ings submitted by a customer, and attaches this to the 
items. The members of the discount committee in this 
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Whereas* **- 



St. Louis. Mo for discounts. 



-may apply from Um« to daw to the Third National Bank of 



NOW, for value received and is consideration of One Dollar paid to the undersigned, aod other 
va!uable co ns ideration to them ««*»*^r 



hairs, executors and administrators, hereby jointly and severally guarantee to aaid bask, iu successors 
or assigns, tha prompt paymeat aa they severally mature of all loans which have been or may bo mada 

to the aaid » ■ by aaid bank, from tiaa to dm*, aa wal 



aa any renewals thereof, in an amount not to exceed $_ 



at any one time, and alto any other indebtedneas that may become owing; by aaid Company to aaid bank. 
Whenever inch paper or any renewals thereof or other indebtedness shall become doe and remain 
unpaid, the undersigned jointly and severally promise that they will on demand and without farther 
notice of dishonor or of protest, pay the amount doe thereon to said bank, its sneoeasors or assigns. 
and it shall not be necessary for said bank in order to enforce snch payment, to first institute suit 



r exhaust its remedies against aaid— 



parties liable on such paper, or for aaid indebtedness, but may p ro c eed against either, all or any of 



But all paper discounted for said company and any Indebtedness by it to said bank ow ing — 
when paid— shaft be deemed to have been paid by said company, unless express notice in writing la 
given to aaid bank by aaid guarantors that it has been paid by them. 

This 
Executed tl 




-[SUA1-] 

-fSaax.) 



Figure 23: A written agreement like the one illustrated makes plain 
to each borro w e r a bank's discount policy regarding lines of credit. 
Notice how the form protects the bank and covers essential details so 
that both the customer and the banker will understand the obligation. 
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TAKING KINKS OUT OF THE WORK 31 

way can immediately inform themselves of the prin- 
cipal details of the offering: the name of the customer, 
the number of items for discount, and the amount. 

A western bank needing a more complete record 
makes use of the larger form shown in Figure 22 . Here 
on one sheet are presented the basic facts a bank needs 
to know about paper for discount: the customer's name, 
his rating, whether his own notes or bills receivable are 
offered, how much of his paper, if any, is now being 
held, and whether it is his own or bills receivable, his 
deposit balances, his line of credit, a description of his 
offerings, and the rate of discount. At the bottom of 
the sheet are spaces for two officers to enter their 
approval if the transaction is put through. To make 
the routine as easy as possible, one color of the form is 
used for new loans while another color is used for 
renewals. The sheets really act as an acceptance slip 
from the discount committee. 

THESE FORMS LESSEN ERRORS AND FACILITATE IN 
MANY WAYS THE DI8COUNT TELLER'S DUTIES 

9 Some banks have a definite written agreement with 
their customers regarding discounts. This, in many 
instances, prevents annoying misunderstandings, and 
these banks have found it to be a valuable protection. 
One bank employs for this purpose the form (Figure 23) 
reproduced on page 30. A similar one is used to cover 
paper discount at other banks. A record of this sort, 
it is evident, guarantees definiteness all the way 
through the business transaction. 

Paper presented to the discount department of a 
middle western bank is listed on a special sheet called 
"Offerings for Discount" (Figure 24). This form is 
simple and self-explanatory and makes a time-saving 
record of all offerings. 

After the bank has received and passed favorably on 
the offerings, it keeps an accurate tab on the number 
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OFFERINGS FOR DISCOUNT 
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THE NATIONAL BANK OF COMMERCE 
IN ST. LOUIS 
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Figures 24 and 25: The two upper forms (Figure 24) help to provide 
a quick check on loans submitted for approval. The third (Figure 25) 
is a summary of the number of discounts accepted on a specific date* 



Dr. 



Cr. 



Collatwm! Date Doc Rat« 



Amou* PJJ, No £j* Ptfadprf In. 
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Figure 26: A western bank has saved time and labor in handling dis- 
counts by recording on this sheet those accepted. Having both the 
debit and credit sections, it simplifies matters for the discount teller. 
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of discounts, the amount, and the due date for each 
customer (Figure 25). A record like this shows the 
activity of the discounting for each customer in propor- 
tion to his line of credit. 

To register all discount offerings accepted, a western 
bank has saved time and labor by putting into use the 
sheet showninFigure26. This is kept on the note teller's 
desk in looseleaf form. Having the debit and credit 
sides, it enables him to record every part of the trans- 
action and to enter easily either the discount at the 
start or the interest when the loan is paid. All the 
information is so simply arranged that time is saved 
and errors lessened. The bank has used this system 
for some time and has found it most effective in com- 
parison with other methods. 

Several satisfactory ways for passing credit to the 
account of the customer came to light in the course of 
the investigation for this book. One employed by a 
bank transacting a large amount of discount business 
is reproduced in Figure 27. This slip really serves two 
purposes. It not only notifies the bookkeeping depart- 
ment what amount to credit the customer's account, 
but it also comes back to the discount teller as his 
record and proof that the credit has gone through. The 
entry of the average balance of the customer shows 
that the bookkeeper has handled it. 

Another time-saving method employed by a Detroit 
bank is the use of discount checks (Figure 28). This 
check automatically furnishes all departments a clear- 
cut record of the transaction. When any paper has 
been accepted for discount, the discount teller, instead 
of having either to take the time to send a credit slip 
through or pay out the required amount of money, then 
and there simply makes out one of these checks, show- 
ing what amount is to be paid to the customer, what 
the basis of the transaction is, the discount rate, and 
the date due. This has proved effective. 
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THE MARKET AND FULTON NATIONAL BANK OF N. Y. 
DISCOUNT DEPT. TO BOOKKEEPERS DEPT. 




CREDIT &r*Jt*Jj ^L^m*^ 


U v (J 3 


VS*. 


°7 
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Six Months Average Balonct 








Including Current Month 








IETURN TO DISCOUNT DEPARTMENT 



Figure 27: This sheet has greatly reduced the discount routine of an 
eastern bank. It shows the bookkeeper what amount to credit the 
customer's account and proves that the credit has gone through. 



B 



The Dime Savings Bank, 
of Detroit 



Pay to thtf order of _ 



Figure 28: This discount pay check for customers proves up each loan 
made for both the discount teller's and the paying teller's records. 
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The advantages of the check are many. Not only 
is it a concise record of the transaction, but it enables 
the payee either to get cash immediately for a payroll, 
or for some other urgent need, or to place the amount 
to his credit in the usual way. The check, going 
through the paying or the receiving teller's window, 
automatically becomes a check on the discount teller, 
and on the paying or the receiving teller as well. Mis- 
takes are less frequent, the discounts are verified satis- 
factorily, and the whole transaction is handled without 
any misunderstanding. 

Should the customer send in his paper for discount, 
or should time be required to go over each item, then 
it may be desirable to notify him later of the transaction 
as concluded. For this purpose a banker in Missouri 
has had printed the special slip shown in Figure 29. 
A glance at this form will show its time-saving quali- 
ties. The customer has in this record an ample line-up 
of the credit gained from the bills he has discounted. 
The bank gains by eliminating doubt in the customer's 
mind as to just what paper has been accepted. 

A watch on all exchange maturing is kept by one 
bank on the ledger sheet reproduced in Figure 30. 
Notice that a space is provided to show where the 
paper is payable. Often a customer may want to 
know just how he stands on his discounts, the dates 
due, and other details. To handle this quickly and 
to accord customers the proper service, a New York 
bank uses a concise memorandum form (Figure 31). 
It is readily apparent how much time the discount 
clerk saves by having this organized slip ready to fill 
out rather than having to dictate a letter in response 
to an inquiry of this sort. 

Another vital phase 6f discounting, obviously, is 
figuring and entering interest. One bank uses effect- 
ively the interest record form reproduced in Figure 32. 
This helps considerably to determine the liquid char- 
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acter of the bank's paper where different rates are 
charged on short- and long-time notes. 

Calculating interest covers a wide range of activity 
in a bank. Fundamentally, of course, banks live 
upon interest. To calculate it rapidly and correctly, 
therefore, is the aim of bank officers who have super- 
vision of discounting or collection departments; in 
fact, quick interest-figuring is quite likely to be useful 
in all banking activities. Practice is required to be- 
come expert in computing interest; and there seems to 
be scarcely a limit to the skill which constant practice 
in this direction may bestow. 

HOW UP-TO-DATE METHODS HELP MANY BANKS TO COMPUTE 
INTEREST QUICKLY AND CORRECTLY 

The Treasury Department at Washington pays 
accurate interest, computed according to the 365 
days of the year. To find the actual interest on any 
transaction it is only necessary, of course, to count 
the actual number of days involved, compute one 
year's interest on the amount at the given rate and 
take as many three hundred and sixty-fifths of this 
total interest as there are days in the given time. For 
example, suppose the actual • amount of interest is 
wanted on $1,000 at 6%, from May 17 to July 18, or 
62 days. One year's interest is $60; $60-*- 365 = 
0.16438X62 days =$10.19177, making $10.19 the 
correct figure. In other words, multiply one year's 
interest on the given amount at the given rate by the 
actual number of days and divide the product by 365, 
thus: $60x62=3720-*-365=$10.19177, or $10.19, the 
correct result. 

However, it is well generally to keep in mind that 
the usual modes of calculating interest start on the 
premise that the year is divided into 12 months of 30 
days each. Though this is not exactly correct, the 
results serve most practical purposes. 
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The National Bank of Commerce 
in St Louis. 


101 












Your account hat credit with proceeds of bills discounted at stated below 
Yours respect fully 

J. A. LEWIS. Vice President and Cashier. 
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Figure 29: When one bank finally passes on its discount transactions, 
they are entered on slips like this and sent to customers. The form 
notifies each borrower that some or all of his paper has been accepted. 
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Figure 30: The banker who uses this plan for recording exchange 
maturing keeps a close watch on the calendar. The two looseleaf 
sheets facing each other form a complete record of each item carried. 
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A number of rules are in vogue for calculating in- 
terest. The bank officer can select, of course, from the 
various manuals upon the subject, the method appeal- 
ing to his needs. But, in time, if he works largely 
upon interest, he will progress beyond most rules, 
and work mainly by precedents, or by what may be 
termed inspection, acquiring finally such expertness 
that he will be able to see at a glance what discount 
is to be deducted from the note before him. 

Here is a rule which is a favorite with many dis- 
count clerks, but which, like all such rules, is used 
only when no shorter method of betting at the right 
result is available. 

First, get the interest at 6%, multiplying the prin- 
cipal by half the number of months involved and one 
sixth of the days, and then figure other rates by making 
the necessary additions or deductions, as will be 
explained at greater length. 

Thus to obtain the amount of interest on $10,000 
for four months and six days, the following calculation 
is made: One half of the months is two, or, in other 
words, 2%, and one sixth of the days is one, or one 
tenth of 1%. This gives 0.021 as a multiplier. With 
$10,000 as the multiplicand, the product will be 
210,000, or $210, which is the correct interest on the 
amount given, for the time named, at 6%. 

Now, if the interest rate is more or less than 6%, 
the result may be obtained by additions or subtractions 
as follows: 

For 10% add 2/3 of 6% For 5% subtract 1/6 of 6% 

For 9% add 1/2 of 6% For 4^% subtract 1/4 of 6% 

For 8% add 1/3 of 6% For 4% subtract 1/3 of 6% 

For 7^% add 1/4 of 6% For 3% subtract 1/2 of 6% 

For 7% add 1/6 of 6% For 2% subtract 2/3 of 6% 

Obviously, 6% interest on $1 for one year is 6 cents; 
for two months, or 60 days (one sixth of a year), 1 
cent; for six days (one tenth of 60 days), 1 mill. 
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THE MARKET AND FULTON NATIONAL BANK 

NEW YORK, 191 

Memorandum of Discounts made for 




Figure 31 : The memorandum illustrated here enables a bank to notify 
a customer very easily of the amount of his paper it has discounted. 
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Figure 32: One bank lists on this form each week (or oftener if de- 
sired) the totals of all the paper it holds according to the interest each 
note is drawing, giving a good line on the liquid character of its loans. 
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Hence to find the interest on a definite amount for 
two months at 6%, point off the two right-hand 
figures of the dollars, thus: 

The interest on $2,530 for two months is $26.30 

The interest on $2,530 for six days is 2.53 

$27.83 

By using methods like this, clerks quickly reach 
general interest results. There are still others in use, 
all based on the principle that at the end of 200 months, 
simple interest on any amount at 6% will equal the 
principal. Now, dividing the 200 months into aliquot 
parts, it is readily apparent at a glance that the in- 
terest on any principal — 

For 6 days is 1/10 of 1% For 24 days is 4/10 of 1% 

For 12 days is 2/10 of 1% For 1 month is 1/2 of 1% 

For 15 days is 1/4 of 1% For 2 months is 1% 

For 18 days is 3/10 of 1% Tor 3 months is 1H% 

For 20 days is 1/3 of 1% For 4 months is 2% 

These methods are not based particularly on rules 
found in arithmetics, but on long practice in arriving 
at interest by various mental calculations. It is 
practice that makes the different methods valuable. 
The table just given is based on a 6% rate of interest, 
but the results for other rates may be obtained as 
outlined earlier in the chapter. Often bank em- 
ployees figure quickly, not only interest periods on a 
6% basis, but on a 4% or 4J^% basis as well. 

Taking up the 4% rate, for example, the fact is 
deduced that three months' interest is 1% of the 
principal, and nine days' interest is one tenth of 1%, 
Multiples and fractions of these periods in interest 
are readily determined. For 4J^% the basic periods 
are 80 days, and 8 days. 

To find the interest on any given amount for any 
number of days at 4%, point off three places as the 
interest for 9 days, and proceed with 9 as the factor 
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in the same way you do with 6 in figuring 6% interest. 
The interest on any given amount for 6 days at 6% 
is the same as 9 days 9 interest on that amount at 4%. 
The interest for 6 dayB on $6,000 at 6% is $6. The 
interest for 9 days on $6,000 at 4% is $6. 

Let us suppose it is necessary to find the interest 
on $1,000 for 36 dayB at 4%. Notice the contrast 
between the two methods: 

THE OLD WAY 

Point off three places and you have SI .000, which is the interest 
for 6 days at 6%. Multiply by 6; as 6 goes into 36 six tunes, the 
result is $6, which is the interest for 36 days at 6%. Take off 
one third, $2, to make the interest 4%. The result is $4, interest 

at 4%. 

THE NEW WAY 

Point off three places and you have SI .000, which is the interest 
for 9 dayB at 4%. Multiply by 4; because 36 days is 4 times 9 
days, and the result is $4, which is the interest for 36 days at 4%. 

Another illustration: Find the interest on $3,000 
for 39 days at 4%: 

THE OLD WAY 

Point off two places and divide by 2 for 30 days' interest, or $15.00 

Point off three places for 6 days' interest, or 3.000 

Divide this S3 by 2, for 3 days' interest, or 1.50 

The total is 39 days' interest at 6%, or S19.50 

Subtract one third to make the interest 4%, or 6.50 

The result is the interest at 4%, or $13.00 

THE NEW WAY 

Point off 3 places for 9 days' interest at 4% and the result is 
S3. Now 9 into 39 will go four times, with 3 remaining. Four 
times S3 is $12, the interest for 36 dayB. The interest for 9 days 
is S3, and for 3 days it will be one third as much, or $1. This added 
to the $12 makes the interest $13, just as above. 

Interest tables have their place in practical banking, 
but they do not seem to meet every need. Many 
discount clerks, in fact, make but infrequent use of 
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them and some bankers never think of referring to 
their pages. Experts in computing interest and men 
who, like discount clerks, have plenty of this figuring 
to do, have neither the time nor the patience to turn 
to interest tables for help or to confirm the work of 
making interest calculations. Their quicker "short- 
hand" processes are the fruits of constant practice. 

THIS REMINDER NOTICE TO CUSTOMERS OF PAPER COMING DUE 
HAS SETTLED THE "PAY UP" PROBLEM FOR ONE BANK 

The experience of most practical bankers proves 
this. A discount officer may be for years in a bank, 
where scores of small business notes almost daily 
pass through the loan department, and standard 
interest tables may be lying around. Yet he may 
not make any use of them except for occasional ref- 
erence in the event of doubt over some interest figure. 
At such times, however, they may be worth while, 
which is reason enough for keeping them on hand. 
Every banker can decide easily which one particularly 
meets his needs. Of course, there are different ways 
of arranging the tables, and upon the merits of their 
arrangement the value of each book depends. After 
all, the important point for each bank is to have every 
facility possible to perfect the discounting routine. 

It is the general custom with most banks to notify 
their customers of any paper coming due in plenty of 
time for them to take care of it. How to couch these 
"Please pay up" notices in the right way to bring 
results without engendering resentment is sometimes 
a problem. One bank has obtained satisfactory 
results with the slip shown in Figure 33. The first 
line, the words "Last Day," and the line at the bot- 
tom are all in red, while the rest of the form is printed 
in black. Therefore, all of the specially important 
points are effectively emphasized. The words "Last 
Day" stand out with significant intensity. Notice 
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PLCASC SftINO THIS NOTICC WITH YOU. 

The National Bank of Commerce in St. Louis 

C«r.B*M4w«y M4 0ltottrwtflrr.L0Uia.MO. 

Thk Bank soldi tout papsr **- ' l^«# Day 



JlALEWlS.Ca.hke. 



TO. 



ILL KMTTIKB Mff ■ N IT. 1MB. JBT 1W N I 



Figure 33: A St. Louis bank uses this warning slip to inform customers 
of notes about to fall due. The words ' 'Last Day" are printed in red 
ink and indicate the ' 'danger line." The notice produces good results. 
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Figure 34: This form is used by the discount department of one bank 
to notify the officers of all past due paper on hand. The officers or 
discount committee go over the items and enter their instructions. 
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how quickly the slip can be filled out. Aside from 
the name! the due date and the amount are the only 
entries required to prepare the notice for mailing. 

It is probably rare that a bank doesn't have some 
past due paper on hand. The discount department, 
of course, will want to know what disposition to make 
of it. It is necessary first, however, to lay the items 
before the discount committee for its attention. Here 
again the saving of time is essential. A record of the 
items, which may be visualized readily, is ojbviously 
desirable. For this purpose a St. Louis bank has 
worked out a practicable form (Figure 34). At once, 
the committee members have before them the list 
of past due paper. Added to this information is the 
due date, together with the amount. The discount 
committee is thus enabled to discuss the items intelli- 
gently, without having to go over a mass of papers, 
and to enter its decision for each note in the space 
"disposition." Here is an instance of how every 
useless motion has been eliminated to save time. 

An eastern bank has grouped its loans and discounts 
to handle them more effectively. For instance, in one 
class it places its secured loans, in another its unse- 
cured loans, and so on. This method enables the 
discount clerk or teller to keep percentage records of 
the kind of paper the bank holds. These percentage 
figures make up a valuable index of the status of the 
bank's resources. 

Thus in a well-organized bank the discounting 
routine is reduced to the fewest figures and records, 
and expenses are substantially minimized, while still 
insuring the most satisfactory service to customers. 
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CHAPTER IV 
MAKING SMALL LOANS PROFITABLE 

A SOUTHERN city closed its schools on account 
of a fuel shortage. One of the teachers was 
paying her board weekly and felt it would cost 
more than she could afford to go back to her home. 
She was a newcomer in the community and finding 
herself short of money, she did not like to ask anyone 
for assistance. Rather than write to her relatives for 
funds, she went to the Bank of Morehead City, North 
Carolina, and borrowed the money she needed on its 
weekly-loan-payment plan. 

Almost any bank of ordinary size, no doubt, can 
adopt the same plan as a source of profit and as an 
effective way to build new business. Many commer- 
cial banks are minus the facilities and the machinery 
for handling the notes of small borrowers who can 
liquidate only on the instalment plan. Furthermore, 
the small commercial bank usually does not encourage 
small borrowing unless sufficient security is offered for 
the loan. Indeed, the majority of larger banks will 
not handle these small loans because they are not 
strictly "bankable" transactions. The result is that 
many borrowers, who have no security but meet their 
obligations promptly, must seek sources outside of 
the bank when they are in need of money. 

Naturally, the actual detail work of handling these 
small loans in a bank often has wiped out the meager 
profit, and the business, therefore, has not been satis- 
factory. Not so, however, with the Morehead City 
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bank. After keeping a check on the number of small 
loan applications which it received during a certain 
period, it decided to adopt a system to meet the needs 
of these borrowers, which would show a profit. There- 
fore, it made an announcement like that shown in Fig- 
ure 35, outlining the general plan and the terms of pay- 
ment. A few days after the announcement appeared, 
small borrowers began calling at the bank, and inside 
of a month it had lent in the aggregate more than $2,000 
to risks like the following: 

1. The applicant did not have money enough to pay 
taxes which were due. He borrowed $50 and made his 
weekly payments promptly. This saved his property 
from sale for taxes. 

2. Several loans were made on the weekly basis to 
pay for Liberty bonds. 

3. A number of depositors borrowed advantageously 
to make cash purchases for groceries, clothing, and so 
on. They are able to buy cheaper. 

4. One applicant had a mortgage due and was 
unable to pay. He borrowed of the bank and made 
weekly payments promptly. The bank made several 
loans of this character. 

5. One man wanted to buy a home he was renting, 
but could get no terms other than cash in full. He gave 
the bank a note, with his father's indorsement, and is 
using the money he paid for rent to make his payments 
to the bank. 

6. Another applicant's insurance was due, and he 
did not have enough money on hand to pay the 
premium. He borrowed $50. 

7. Two young men of the town joined the navy. 
They owed some local bills which they wanted to pay 
before leaving. They borrowed the money and 
arranged for their payments to the bank by an allot- 
ment from their service salaries. 
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DO YOU NEED MONEY? 

Weekly Payment Loan Department 

Yon f repay th« loan In small am o unt s and not hart to dread the day it arill earns 
dae fWe will lend you from five dollar* ($5.00) to ftva hundred doflar* (1500.00) at «%, 
to ba pakJ back in weekly Instalment* m par tbe following table: 

From $ 5.00 to $ 2S.00 to be paid beck at $ 0.50 par week 
From 25.00 to 50.00 to be paid back at 1.00 par week 
Prom 50.00 to 100.00 to be paid back at 2.00 per week 
Prom 100 JO to 150.00 to be paid back at 3.00 per week 
Prom 150.00 to 200.00 to be paid back at 4.00 per week 
Prom 200.00 to 250.00 to be paid back at 5.00 per week 
Prom 250.00 to 300.00 to be paid back at 0.00 per week 
Prom 300.00 to 400.00 to be paid back at 0.00 per week 
Prom 400.00 to 500.00 to be paid back et 10.00 per week 

If yon are m need, consult our officer* today. Tbey will gladly gfve yon any in* 
formation desired. fWe base our security on CHARACTER PERSONAL INDORSE- 
MENTS COLLATERAL — REAL ESTATE ——-*- 

THE BANK OP MOREHEAD CITY 

Morebead CHy. North Carolina 

The bank of personal service le always ready to serve yon and appredatas year bnamtss. 
mom - ntooKtanvs — oomobkvativb 



Figure 35: There is scarcely any chance for a borrower to misunder- 
stand the terms of payment on loans made by the bank which distrib- 
utes among all its customers business-getting announcements like this. 



MOOREHEAD CITY, N. C„ 191 



On 191 promise to pay to 

or order, the sum of 



, Dollars 

Negotiable end payable et THE BANK OP MORBHEAD CITY, More- 
heed City, N. C, with interest after maturity; And we hereby agree to con- 
tinue end remain bound for the payment of this note and all interest thereon, 
notwithstanding any extension of time granted to the principal, and notwith- 
standing any failure and omission to protest this note for non-payment, or to 
give notice of nonpayment or dishonor or protest or to make presentment or 
demand for payment, expressly waiving any protest end any and all notice of 
any extension of time or of non-payment or dishonor or protest in any form, 
or any presentment or demand for payment, or any notice whatsoever. With 
costs of collection if same shall not be paid at maturity 

For Value Received . , 
[seal] 



[seal] 



Figure 36: Although this note form is not particularly unusual, it 
deserves a place here because of its wording and the help it has been 
to a southern banker in handling small loans, as outlined in Figure 35. 
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Nam* 

Address , 

These are Special Deposit!, and the Bank of If ore* 
bead City U hereby authorized to apply the total 
amount of same, or ao much thereof a* U neceaaory 
as a payment on my Note No at maturity. 
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BALANCE 
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Day Year 
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Figure 37: This bank requires weekly repayments on loans, which 
it enters for the customer in a special deposit pass book like the above. 
The amount paid, the date, and the balance stand out prominently. 



WEEKLY PAYMENT LOAN DEPARTMENT 

The Bank of Morehead City 
Morehead City, N. C. 

Pay to the order The Bank of Morehead City the total sum to 
my credit made as a special deposit in the Weekly Payment 

Loan Department No. , said 

amount to be applied as payment on my note. 



Figure 38: The same bank furnishes small borrowers this special order 
to sign. It is used to make fully clear the weekly payment obligations 
so that there will be no misunderstanding on the part of the customer. 
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8. The bank advised merchants to have their old 
and slow customers 1 accounts closed up with notes, and 
to place them with the bank to be settled by the debtors 
on the weekly plan. The customers who were disposed 
to settle were glad to take care of their obligations in 
this way, making small weekly or monthly payments. 

A general effort was launched to educate the people 
and the merchants to use notes in the place of open 
accounts, and thus to stimulate the idea of the trade 
acceptance. Furthermore, it has been found that the 
plan is helping to teach people to save part of their 
wages and salaries each week, and after their debt to the 
bank is paid, they often join the Christmas club, or open 
an account in the regular savings department. There 
are many similar instances showing how the small bor- 
rower has received accommodations and how the busi- 
ness of the community has been improved as a result. 

SMALL LOANS ARE OFTEN CONSIDERED UNPROFITABLE— 
BUT NOT IF HANDLED IN THIS WAY 

"At first the plan looked small to us," says an officer 
of the bank, " but realizing we must take advantage of 
the so-called little opportunities to develop our business 
we installed it. After it was in operation a few months, 
we found that the accumulated weekly deposits more 
than paid for the extra expense of running the depart- 
ment which demonstrated the effectiveness of the plan." 

In making a loan under this plan, the bank uses the 
same general methods as in all other loans, except to 
reserve the right to apply accumulated weekly deposits 
on the note, which is reproduced in Figure 36. Each 
loan, of course, is designated by number. 

After the note is made and approved, the borrower 
receives a pass book (Figure 37) . Ordinarily, in accept- 
ing notes without mention of weekly payments, the 
bank might naturally incur the danger of accumulating 
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WEEKLY PAYMENT LOAN DEPARTMENT 

of THE BANK OF MOREHEAD CITY, Morehead City, N. C. 


Oats || Amount Paid 
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Kindly note you are behind $. _ 
In your payment*. Pleeeo call and oive this your immediate 
attention. 
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Figures 39 and 40 : When small b o r r o we r s fail to meet their instalment 
payments on loans promptly they receive reminders like the small form* 
The larger card is the ledger record of payments made on each loan. 



One year after date, for value received, we. or either of in. jointly 
and teverany procmae to pay Co the order of THE BOONE 
NATIONAL BANK 



at the BOONE NATIONAL BANK, Boom, Iowa, with intareat at 
eight % par annum from maturity* 
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Figure 41: A western bank has profitably handled small instalment 
loans by using a convenient note form like this. The payments are 
entered easily on the face of the note, thus saving time in handling. 
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past due paper because of the failure of customers to 
make payments promptly, even though deposits are 
made for the express purpose of liquidating the note, 
as stipulated in the pass book. For this reason, in 
addition to the pass book with its spaces for 50 pay- 
ments, there is provided *a separate order like that 
shown in Figure 38, which furnishes further protection. 
After the bank makes the loan, the borrower fills out 
this card, thus removing effectually the danger of any 
misunderstanding. 

Should the borrower for any reason fail to meet 
his payments promptly, he receives a card similar 
to that shown in Figure 39. 

The mechanical work of keeping track of these small 
loans, once they are made, is simple. A card (Figure 
40) is made out, giving the number of the loan, the 
amount, and the name and address of the borrower. 
It provides also for the date of payment, the amount 
paid, and the balance due. It is kept in a card file, 
alphabetically arranged, and makes an effective record. 

When a banker makes a systematic effort to encourage 
small borrowers, as in this North Carolina bank, he 
advances the interests of his business, but assists in the 
general progress of the community. He and the bor- 
rower are not the only beneficiaries. Storekeepers and 
doctors also frequently share in the general results, as 
they carry a great many slow accounts on their books, 
mainly because their customers, although honest, are 
unable to pay. 

How this army of debtors, which is quite an element 
in every community, can help yield a profit to banks, 
and business men of the community as well, is illus- 
trated in the methods successfully used by the First 
National Bank of Boone, Iowa. 

Let us take, for example, a typical instance among 
many that come under the observation of this bank. 
John Heath owes the grocer $35; the butcher, $20; the 
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clothier, $50; the shoe man, $15; the doctor, $25. He 
has allowed these accounts to stand for more than 90 
days. He has been ill and has exhausted his little 
savings account. When he begins to work again, he 
finds that he owes $125. IJe has no property and he 
does not want to appeal to any of his friends for their 
indorsement on a note. The merchants are pressing 
him for payment and he cannot buy more goods until 
he settles his outstanding obligations. 

So Heath goes to the banker and lays his case before 
him. He cannot offer collateral and he cannot pledge 
his wages. He is thrifty and industrious and he 
promises to pay the amount he borrows in one year 
if he can make the loan. In all commercial banks, of 
course, the promissory note is a common instrument, 
but usually it is of no value unless the banker either 
knows the capacity of the borrower to repay or secure 
an indorsement that guarantees payment. 

Now this Iowa bank officer hands the prospective 
borrower a note like that shown in Figure 41 and 
requests him to fill it out for $135. It covers not only 
the amount desired, $125, but the interest for the year 
as well, which in this instance, is 8%. Therefore the 
total figure in principal and interest which the customer 
promises to pay is $135, the interest at 8% amounting 
to $10. He agrees to settle by monthly payments of 
$11.25, which means complete liquidation of the loan 
in one year. 

The bank then presents to the respective creditors, 
checks calling for the amounts due them and gets their 
indorsement on the debtor's note to guarantee the 
several amounts paid out. Space on the reverse of the 
promissory note is provided for each of the indorsers 
and the following stipulation is made : 

"We, the indorsers of this note, for value received, 
hereby severally guarantee the payment of this note in 
the sum set opposite our respective names, and we 
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agree, upon failure of the maker to pay said note when 
due, each to pay the amount set opposite our respective 
names, or if payments have been made on said note, 
such pro rata share thereof as such sum bears to the 
amount of said note remaining unpaid after maturity." 

Thus the bank is protected, the debtor receives a 
receipt in full from each creditor, and the slow accounts 
are closed. If the borrower lives to the terms of the 
note the creditors' liability is automatically discharged. 
In case he fails to meet the payments, the creditors as 
indorsers have to make good. Thus the bank has 
negotiated an entirely safe loan at a satisfactory interest 
rate. The small borrower receives encouragement, and 
the creditors have plenty of ready money in place 
of slow accounts. 

Inasmuch as the merchant is liable because of his 
indorsement, it is practically certain that the debtor 
whom he sends to the bank will be a pretty good risk. 
At least this has been the experience so far. And the 
banker, before he advances the money, has an oppor- 
tunity to judge if the borrower can make good his 
promise to pay. By giving this sort of help to the small 
borrower, the banker often builds a potential customer 
whose business in either the commercial or savings 
department proves to be of value. 
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CHAPTER V 
GETTING THE MOST OUT OF COMMERCIAL LOANS 



THE most effective routine machinery is necessary 
to handle commercial loans because usually they 
are made for a short time only. Therefore, 
owing to the frequency with which they mature and to 
the constant changes in their size and character, they 
require the most careful supervision. Of course, this 
does not mean that commercial loans without excep- 
tion are made for short terms only. Sometimes they 
are accepted for a period of six months, or even longer, 
from sound firms doing a seasonal business For 
instance, packing companies, grain houses, and so on 
may be able to float purely commercial loans for a 
fairly extended period. 

Just how are these commercial loans classified? In 
a general way the term means the accepted paper of 
reputable business houses of definite financial standing, 
but may include, too, loans extended to individuals 
without security where a line of credit has been granted. 
But here a distinction should be drawn between com- 
mercial loans by a bank to its own customers, and notes, 
called commercial paper, purchased in the "open 
market" anywhere in the country. In other words, 
open-market or commercial-paper loans are not strictly 
commercial loans. Usually they are purchased out- 
right and discounted, while ordinary commercial loans 
occasionally bear interest payable at stated periods or 
at maturity. Most bankers do not refer to commercial 
paper at any time except as it means notes purchased 
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through note brokers. In this chapter, therefore, will 
be described specifically ordinary commercial loans 
which a bank makes to its customers. 

In one way loans of this sort are simple to handle 
because no collateral is involved. They are made on 
the basis of the line of credit granted. Commercial 
paper loans are in this sense without collateral. Inves- * 
tigations, financial statements, and other helps form 
the bank's conclusions on these particular purchases of 
notes. In other words, the bank's assurance of pay- 
ment lies in its knowledge of the concern's finances, its 
assets, and its volume of business. 

As a matter of fact, the great burden of work and 
responsibility in the commercial department devolves 
on the credit department which in many instances has 
to make thorough and exhaustive inquiry into the 
affairs of applicants. But this phase of handling com- 
mercial loans will be more fully covered in the volume 
on credits and collections. 

The notes, then, to be handled under ordinary com- 
mercial supervision includes both (1) loans to individ- 
uals, and (2) loans to business houses. 

How are they recorded and taken care of with least 
attention and labor? Most loans of this kind are, of 
course, made to regulate depositors of the bank. In 
fact, investigation shows that few banks are ever inter- 
ested in lending money without security, except to 
depositors, and, of course, to concerns floating standard 
commercial paper. But this, again, refers to purchas- 
ing notes in the open market, details of which will be 
considered later in this chapter. Therefore, when or- 
dinary loans are granted, they usually pass to the 
credit of the customer. 

In order to have this information concisely and 
clearly recorded, one bank has a convenient register, 
the pages of which are reproduced in Figure 42. Spaces 
are shown for the name of the account to which the loan 
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Figure 42: This general register of commercial loans helps one bank 
to keep a concise record of its lending operations. A glance at the 
two sheets enables each officer to tell the history of each note in brief. 



Name 


Date 








Business 




Average Balance 191 $ 

Average Loan 1111 $ 

Increase Desired S 
Remarks 












Name 





Figure 43 : Each officer of a middle western bank receives one of these 
slips on which to give his opinion of a borrower who requests an addi- 
tional line of credit. The plan helps the discount committee to decide* 
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is to be credited, for the name of the payer of the note, 
for any indorsers or collateral if included (although it 
would then come in the class of collateral loans), for the 
date, the rate of interest, the time of the loan, and its 
character, whether time or demand. Notice also that 
provision is made to identify it properly in the index. 

This sheet, while giving complete information, is 
arranged so simply that even a clerk in a small bank 
should have no trouble handling the necessary routine 
quickly and accurately. It is just the difference 
between practical, simple forms and cumbersome, 
impractical ones, that sometimes changes cramped 
profits into satisfactory returns. 

THE FOLLOWING PLAN HELPS THE OFFICERS OF ONE BANK 
TO PASS ON APPLICATIONS FOR CREDIT 

When one middle western banker receives a request 
for an increased line of credit, he turns it over to a 
stenographer who enters it on a slip (Figure 43) in 
duplicate, or triplicate, or in whatever number needed, 
sending a copy to each officer concerned. The distri- 
bution of these copies to each officer individually gives 
him a written reminder so that he can take up the sub- 
ject at his leisure and offer his careful opinion when the 
application comes up to be acted upon. The plan not 
only saves time but tends to eliminate any haphazard 
handling of the routine. Under "remarks" the officer 
who gives the information may state when a report 
is desired. 

Still another bank saves time by sending to its cus- 
tomers any information having to do with changes in 
the laws covering loans or any other facts of value to 
them. For instance, when the 1917 war tax went into 
effect, this bank sent to each of its customers a printed 
notice similar to the one which is shown in Figure 
44, fully explaining the revenue stamps required on 
various loans or drafts. 
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This notice was sent, of course, along with other 
circular advertising literature, which made the cost 
slight. But think what this largely forestalled. It 
saved practically one man's time, because, instead of 
having customers flocking to this or that official and 
engaging him in a long conversation over a trivial yet 
necessary detail, these slips gave complete information. 
For any similar notification any bank, doubtless, can 
serve its customers satisfactorily by following this plan. 

To save the discount teller all possible time, a Mis- 
souri bank prints its various forms of notes on different 
colored paper. For a regular commercial time loan 
the customer signs a white note, while pink is the color 
used to designate a demand note. Thus each can be 
placed in the proper file without unnecessarily looking 
at the make-up paper. 

Figure 45 shows the ticket used by one bank in 
notifying the bookkeeper of a temporary loan. Notice 
the simplicity of the form. 

In Figure 46 is illustrated a convenient exchange- 
maturing ledger. This is somewhat like the loan 
register shown earlier in this chapter and is arranged 
numerically for easy reference. 

Let us consider for a moment now the purchase and 
resale of commercial paper by banks. This has become, 
in many instances, an important phase of discounting. 
All over the country, as bankers know, are reputable 
note brokers who purchase from high-claqp business 
houses their surplus of notes. In other words, a large 
grain dealer, a manufacturer, or a retail merchant, 
especially in smaller communities, may have reached 
his own bank's legal limit in borrowing, and yet may be 
entitled to more credit. He places his surplus paper 
with a note broker who in turn resells it to banks which 
have a surplus of funds to invest. 

The note broker, of course, guarantees the signature 
and the standing of the maker of these notes and also 
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REVENUE STAMPS ON NOTES 

The new War Tax internal revenue law provides that on and after 
December 1,1917, every Promissory Note and Time Draft shall have attach- 
ed, to it a revenue stamp or stamps of the value of 2c for each $100 or fraction 
thereof. The person using or affixing the stamp must write or stamp thereon, 
the initials of his or her name, and the date upon which the same shall be at* 
tached or used. 

EXAMPLE 

A time draft or note lor $100 or less will require a two cent stamp. 
A time draft or note for over $100 up to $200 will require four cents in stamps. 
A time draft or note for over $200 up to $300 will require six cents in stamps. 
Each additional $100 or fraction thereof will require two cents, whatever 
the amount of the note. 



Figure 44: A western bank notifies customers of any development 
affecting loans by sending out with other literature slips like these. 
The plan saves much time by reducing the inquiries of customers. 



charge TEMPORARY LOANS 



CREDIT 



191 



Figure 45: This convenient slip is used by the discount teller of one 
bank to notify the bookkeeper of each temporary loan which he has 
made so that the proper entries can all be made easily and correctly. 
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Figure 46: Here are two sheets of an exchange ledger, which has 
proved satisfactory in the discount department of one bank. Informa- 
ation is assembled so that all maturing items can easily be watched. 
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Figure 47: A St. Louis bank uses this simple sales record in duplicate 
to list the commercial paper it furnishes to a customer. It provides 
for the name of the buyer and for a description of the different items. 
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backs them up with his own responsibility, so far as it 
goes financially. His success, of course, depends on 
his rediscounting only first-class notes, backed up by 
the most rigid financial statements. Therefore, the 
banker is reasonably sure that purchases of paper of 
this sort are safe. A bank's surplus funds thus can 
often be profitably utilized in this direction. 

One great reason why banks find it worth while to 
purchase commercial paper is the absolute independence 
it gives them. Generally a note broker gives the bank 
a 10-day option on paper to be purchased, which enables 
the banker to investigate its worth thoroughly and to 
turn it down within that time if for any reason he does 
not like it. Likewise, when the paper matures it is not 
renewed. Consequently, considering that it is, for the 
most part, short-term in character, the bank thus has 
an advantage over straight loans to depositors, because 
requests for renewals from customers are so often made 
at times when the bank can ill-afford to continue the 
accommodation. 

Another advantage ot commercial paper is that it 
sometimes affords bankers attractive offerings to cus- 
tomers for short-term investment of their money. To 
handle this routine, a simple record of sales is essential, 
like Figure 47, which is used by a western bank as a 
memorandum for itself and for the customer. The 
duplicate is retained and the original sent out. The 
name of the buyer is entered at the top and a descrip- 
tion of the various items of paper below, with the dis- 
count given. The notification at the bottom relieves 
the bank of collection responsibility for the paper. 

Here is afforded a simple method of taking care of 
customers' wants in a satisfactory way. 

Still another advantage of commercial paper is that 
it may be purchased through note brokers from business 
firms in various towns and cities in all sections of the 
country . A variety of paper from many localities thus 
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insures the banker greater safety in times of possible 
stringency. Therefore loans of this sort are of special 
interest. They are usually safe and can be handled 
with the ordinary routine of commercial notes. 

How these commercial loans pass through the routine 
of the bookkeeping department is taken up more fully 
in the volume on internal management. Here, how- 
ever, you have the methods employed over the discount 
teller's desk where simplicity evidently is the keynote. 
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CHAPTER VI 
WHAT SORT OF PAPER TO ENCOURAGE 

WHAT paper are progressive bankers most eager 
to carry? Do they look with greatest favor 
on single-name paper, accommodation paper, 
or two-name paper? Investigation indicates that 
two-name paper in the form of trade acceptances is 
rapidly gaining in popularity among progressive bankers 
all over the country. 

Those who are far-seeing are practically united in 
their aversion to "accommodation" or indorsed paper 
for regular loans. Most bankers are familiar with the 
story of the man who had drawn up his note, but had 
tried in vain a dozen times to find an indorser whom the 
bank would accept. He was turned down finally when 
the banker said the last name volunteered would sen* 
tence the maker of the note to a place among thieves. 
At that, the story does convey a strong point: the 
unsatisfactory features of accommodation paper both 
for bank and customer. 

Single-name paper, as a rule, stands in more favor 
than accommodation paper, but it is not considered as 
desirable as trade acceptances. However, the single- 
name note under present-day banking is worth taking 
up for a moment in passing. From the commercial- 
loan point of view, the straight note of an individual or 
company is clear cut and definite as the basis for a bank- 
ing transaction. This is because of the thoroughness 
of the progressive credit department in looking up the 
applicant's financial standing and business ability when 

65 

Digitized by VjOOQ IC 



66 TESTED METHODS FOR LENDING 

bis request is received. Unless ample security is 
vouchsafed, no bank will lend its money without receiv- 
ing from the applicant a satisfactory proved-up financial 
statement. And even with security, most bankers say 
there is little reason for accepting the note of anyone 
whose credit and financial statement are not of an 
acceptable standard. It is this idea of single-name 
paper that emphasizes its value to banking today. 

In general, then, investigation tends to show a rapid 
decline in the acceptance of accommodation paper, 
with single-name paper, perhaps, giving way gradually 
to trade acceptances where they can be used advan- 
tageously. One banker says of accommodation paper: 
"We are discarding handling it altogether except in 
the most isolated cases. Taking a man's note after 
he has secured the reluctant signature of some friend 
to make it good too often causes trouble for us. The 
bank's function ought not to be that of a legal collec- 
tion agency and that is what we are up against very 
often on accommodation paper." 

The wide distinction, however, has to be made 
between "accommodation notes" and the various 
forms of good two-name paper, which includes trade 
acceptances, to be more fully discussed later in this 
chapter, bills receivable of business houses in good 
standing, and rediscounts of other banks. These 
classes of two-name paper are not considered as "ac- 
commodation notes" but as legitimate business trans- 
actions arising out of specific buying and selling 
activities. It is essential that this point be clearly 
kept in mind always. 

Aside from the above important exceptions, how- 
ever, there are still times when accommodation paper 
may be permissible. 

"We never accept these notes willingly," says an 
Iowa banker, "but there are times when it is better 
business than continuing with single-name paper of 
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poor character. For instance, we lend considerable 
money to farmers. Sometimes a prosperous renter of 
a farm will seek a loan for new cattle or for other 
legitimate needs. Suppose this farmer, as sometimes 
happens, suffers misfortune of one sort or another. 
He can't pay his note and the risk from the banking 
point of view becomes hazardous. Perhaps a neighbor 
farmer joins him in an effort to get the farm going 
right again. We ask the maker of the original note 
to have his neighbor indorse the note with him. It 
then necessarily becomes accommodation paper, but 
it is a protective measure, as you see." 

SOME REASONS WHY PROGRESSIVE BANKERS ARE ENCOURAGING 
THE USE OF TRADE ACCEPTANCES 

This illustrates how accommodation paper may be 
valuable to banks under certain conditions. To pro- 
vide a simple record for these loans, one bank uses the 
ledger form shown in Figure 48. Spaces are included 
for the names of the maker or signer and the indorser, 
for the amount, and for the " received" entries. If 
a bank finds it necessary to have a record, none prob- 
ably could be arranged more simply. 

It is also essential for the bank to keep accurate 
tab on the contingent liabilities of each customer. 
Therefore, when a customer, by any chance, indorses 
a note for another, this information is entered on the 
contingent bill book (Figure 49). A concise descrip- 
tion of the contingent paper is easily listed here. 

Rediscounts from other banks are handled by the 
discount department on forms similar to that shown 
in Chapter VII (Figure 53). 

One point to consider in handling accommodation 
paper is to guard against "straw-men signers. " Some- 
times large concerns get men associated in allied 
activities to indorse notes. In other words, the risk 
remains the same, for the financial backing of the 
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Figures 48 and 49: These pages illustrate valuable records used in a 
middle western bank. The one at the front taken from a loan ledger 
forms a concise record of accommodation paper held by the bank. 
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Figure 50: The Federal Reserve Bank approves this form of trade 
acceptance. It is, of course, one of several varying types in use. 
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indorsere is identical with that of the maker of the 
note* All these factors have to be taken into consid- 
eration to make all the bank's paper satisfactory to 
the bank examiner. "How much in assets is actually 
behind the signers of the notes on hand?" he asks. 
Here is where the trade acceptance is found to be 
of particular value. 

In accepting single-name paper the banker is lending 
against mixed security, that is, goods already sold 
(represented by accounts or bills receivable), goods in 
stock not yet sold, and perhaps also against the plant, 
and, indirectly, against good will. Two-name com- 
mercial credit, however, such as trade acceptances, 
represents one of the most liquid and satisfactory 
forms for purely commercial loans, and is one of the 
safest of all temporary investments. The credit 
denoted by it gives evidence to the banker that the 
buyer in the transaction is prepared to meet his 
obligation at a certain definite time and is adopting an 
economical way of conducting his business. 

The best investment a bank can make, perhaps, is 
the purchase of trade acceptances or similar paper 
representing actual sales of commodities or mer- 
chandise, for which future payment is guaranteed. 
Banks, therefore, have no hesitancy in purchasing 
acceptances because they are based on definite trans- 
actions. All details behind an acceptance are more 
readily ascertained than those in connection with 
commercial paper which is offered on the open market 
and about which the banks usually possess only a 
limited knowledge, unless, of course, a direct inves- 
tigation is made. 

The bank which purchases a trade acceptance, in- 
stead of the single-name paper of its depositor, is 
really advancing a loan on which he gains not only 
the security of single-name paper, but also the added 
security represented by the name of the acceptor or 
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buyer of the goods. Since many state banks and all 
national banks can lend to no single borrower more 
than 10% of their capital and surplus, they are unable 
often to meet all the requirements of some of their 
large borrowers who sometimes have to go outside of 
their own cities for a part of their financing. Occa- 
sionally this prevents the local bank from using its 
funds for what might often appear to be desirable 
loans. But this limitation, is largely overcome as the 
borrower, with the aid of the banker, gets his cus- 
tomers to use the trade acceptance, because then 
the bank can discount the acceptance regardless of 
the 10% restriction. 

Where banking facilities are limited, local manu- 
facturers and merchants sometimes have found it 
difficult to develop their business because of insuffi- 
cient working capital or because of high rates of in- 
terest. The use of the trade acceptance, however, 
while enabling the banks to employ their resources 
safely, also permits them to encourage local enter- 
prises, because the paper then is accepted as collateral 
for larger loans. The banks are frequently able to 
make a lower rate when they purchase or discount 
acceptances than when they purchase single-name 
paper, because of the simple fact that the risk is con- 
siderably lessened. 

"No method of analyzing credit now available is 
so conclusive in setting forth the commercial character 
of any desired loan, as the evidence presented by a 
trade acceptance," says one banker. "Every element 
of doubt, except the possibility of actual fraud, is 
removed. From the banker's point of view, it will 
make it much simpler and easier definitely to interpret 
the financial statement of a buyer seeking credit, as 
against the more or less indefinite item of 'accounts 
receivable' to which a fair percentage of depreciation 
must be applied; any item covered by a trade accept- 
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ance will represent something infinitely more tangible 
on which to base a line of credit. From the point of 
view of a buyer seeking credit, it will enable the seller 
to grant credit more readily, and more of it." 

Trade acceptances, therefore, create a larger volume 
of bankable paper and a larger volume of business for 
the banker, as well as for the business man, and nat- 
urally produce for the bank increased earnings* They 
help to lessen the tendency, especially among small 
banks, to carry too many slow loans, because they 
mean an accumulation of self-liquidating paper. 
Furthermore, the acceptance tends to lessen the 
custom in many banks of repeatedly renewing loans. 

TRADE ACCEPTANCES MEET THE REQUIREMENTS OF THE 
FEDERAL RE8ERVE SYSTEM 

The Federal Reserve Bank, it is true, is not per- 
mitted to discount a trade acceptance having a longer 
maturity than 90 days. A member bank, however, 
can discount a trade acceptance of longer maturity 
and cany it until it comes within the 90-day period, 
when it can then be discounted at the Federal Reserve 
Bank. Every time a trade acceptance is substituted 
for a promissory note based on the mixed credit of 
the maker or for a book credit of possibly still more 
doubtful value, the lending power of the bank is 
strengthened in a corresponding degree. 

By encouraging the use of acceptances which can in 
turn be used as a basis for note issues by the Federal 
Reserve Bank, the banker is in reality assisting in the 
development of the nation's general credit structure 
and is increasing his own local opportunities to make 
larger and safer loans. Growing competition, some- 
times leading to unsound business methods, coupled 
with the increasingly important problem of rising costs, 
emphasizes this necessity for better business methods 
and for more careful consideration of commercial 
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credit. Trade acceptances largely meet this need 
both for the banker and the business man. Pro* 
gressive bankers, therefore, are encouraging their use. 

The elimination, where practicable, of open-book 
accounts and the substitution of the trade acceptance 
will undoubtedly help to reduce the excessive amount 
of capital in use by many manufacturers and mer- 
chants and will save the interest on a large amount 
of credits now outstanding in book accounts. This 
in turn will enable bankers to give more extensive 
assistance to customers and still keep their lending 
within the bounds of safety. It is obviously much 
safer for credit in general for manufacturers and 
jobbers to sell on longer time with acceptances than 
to sell on so-called "short time" with open accounts, 
which may or may not be paid at a definite date. 

To be eligible for purchase or discount by a Federal 
Reserve Bank, a trade acceptance should present 
satisfactory evidence that it is drawn by the seller 
on the purchaser of the goods sold, and must mature 
within 90 days of its purchase or discount. One excep- 
tion to this rule is agricultural or livestock paper 
which may have a maturity date, at the time of dis- 
count, of not more than six months. 

There are various forms of trade acceptances de- 
signed for different kinds of businesses. The bank, of 
course, cares little about their make-up, providing 
they conform to the requirements of the Federal Re- 
serve and are convenient to handle. Figure 50 is a 
sample form approved by the Federal Reserve Bank, 
while Figure 51 is used by a southern manufacturing 
concern. It is worth while to note that it resembles 
the Federal Reserve form very closely, but has been 
changed in some minor respects to suit the individual 
needs of the concern. The acceptance is attached to 
the bottom of the invoice and can be torn off and 
returned by the customer. A complete explanation of 
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Figure 51: A southern bank has worked out this invoice and trade 
acceptance sheet, which differs somewhat from the Federal Reserve 
form in its adaptation to an individual business. For convenience the 
acceptance is attached to the invoice. When accepted it is detached. 
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its use and purpose and the method of filling it out is 
printed on the back of the invoice. 

Either of these forms is satisfactory for rediscount 
at the Federal Reserve Bank, and the banker in any 
community will find that either can be easily adapted 
to the needs of almost any of his customers. It is 
important to bear in mind that the form used should 
always be as simple and as clear as possible, and the 
explanation to go with it should be adequate but not 
involved. It is important also for the banker to make 
clear to his customers that the acceptance differs from 
an open-book account only in being a written acknowl- 
edgment of the transaction, which makes it negotiable. 
The words "note" and "draft" should not be used in 
connection with it, because they convey ideas that 
are not logically associated with the trade acceptance. 

The Federal Reserve Board has defined clearly the 
relation between sight drafts and trade acceptances. A 
trade acceptance must have a fixed maturity of 90 days 
or less. Since, by its terms, a sight draft does not 
mature until presented for payment and since this 
time may be later than the 90-day period, it was held 
that such a draft is not eligible for rediscount. 

Investigation indicated that many banks have 
discounted acceptances for amounts less than $100. 
It further showed that a little more than half the users 
discounted this sort of paper as soon as they received 
it from the buyer, while others held it until it matured 
and then placed it in the bank for collection. 

The general use of the acceptance seems destined 
to help banking generally. As commercial paper it 
will be fundamentally more sound, and more nearly 
uniform in quality; it will be presented for discount 
with greater regularity, thereby avoiding congestion; 
it will be more helpful to the banker in showing the 
true credit standing of both seller and buyer. As 
a result, banking resources will be rendered more 
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flexible and their commercial possibilities for the 
benefit of business will be materially extended. 

A banker's loans no longer will constitute a direct 
drain upon its resources, but, in effect, will represent 
a guarantee by the bank of the soundness of accept- 
ances, which, because of their eligibility, can be con- 
verted into cash both quickly and economically. Ex- 
pressed a little differently the bank will then be in a 
position to lend credit instead of cash. 

HOW TH E TR ADE ACCEPTANCE BENEFITS BOTH 
THE BUYER AND THE SELLER 

The country bank, or the bank of modest capital, 
operating, for illustration, in a manufacturing com- 
munity in which the demand for accommodation is 
active, no longer will be obliged to confine its lending 
activities within the narrow limits imposed by the 
restrictions of single-name paper as provided by law, 
but will be able, under the Federal Reserve ruling on 
acceptances, to provide credit accommodation for its 
customers to an extent more fully in harmony with the 
needs of the community. The vajhie of this to both 
banker and customer is apparent. The customer will 
be able to follow his natural inclination to deal more 
exclusively with his locaji bank instead of resorting to 
outside financial aid. The banker will be able to 
increase his business and profits and will likewise gain 
additional benefits from his membership in the Federal 
Reserve System. 

When a banker receives an offering of acceptances 
to examine for discount, there are many points requir- 
ing careful observation, in order that his portfolio may 
not become filled with bills which are not marketable 
or which may not be paid promptly upon maturity. 
If the drawer, acceptor, and indorser are satisfactory, 
the point next in importance to ascertain is whether, 
the bill of exchange is drawn for a genuine transaction, 
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or for the purpose of raising capital which, strictly 
speaking, would not be within the recognized limit of 
its negotiable value. 

The bank's rate of interest, as quoted in certain cen- 
ters, is the rate of discount for approved bills of 
exchange and acceptances, regulating the supply of 
money on the one hand and the demand for credit on 
the other. Low discount rates are an incentive to a 
revival of trade, and advancing quotations in turn act 
as a natural check on expansion. These limits there- 
, fore produce a gradual increase or decrease in the general 
demand for money. 

There is a marked difference between discount and 
interest. This may be worth considering by some 
banks in discounting trade acceptances. For example, 
the following table shows the difference in the per- 
centage of profit annually between lending money to 
earn interest, and advancing funds to get a discount. 



Interest 


■Discount 


Interest 


Discount 


1% 

2% 
3% 
4% 
6% 


1.010101% 
2.040816% 
8.092783% 
4.166666% 
6.26315J% 


6% 
7% 
8% 
»% 
10% 


6.382968% 
7.626881% 
8.695652% 
9.890109% 
11.111111% 



This noticeable difference arises because of the fact 
that the interest on a loan is usually payable monthly 
or under periodical term agreements, which are clearly 
defined in the notes, whereas the discount on a bill of 
exchange is deducted at the time of negotiation. 

Illustrating practical phases of trade acceptances, 
they may be classified thus: . 

1. The general acceptance which assents without 
qualification to the order of the drawer. 

2. The qualified acceptance which in express terms 
varies the effect of the bill as drawn. This sort of 
paper divides itself as follows: 
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a. A conditional acceptance, making payment by 
the acceptor dependent upon the fulfilment of the con- 
ditions definitely stated. 

b. A partial acceptance, effecting payment in part 
only of the amount for which the bill is drawn. 

c. A domiciled acceptance, specifying payment at 
a particular place. 

If no special conditions are included in the instru- 
ment, the drawee accepts it as payable in the place 
where he lives, unless it be more advantageous to make 
it payable at one of the financial centers such as New 
York, Chicago, St. Louis, or San Francisco. 

The trade acceptance has precedence over the open- 
book account in that the signer of such an instrument 
agrees to all the terms of purchase as having been com- 
plied with, while, with an open-book account,* the 
individual charge entry must be proved and may lead 
to differences of opinion. 

An acceptance performs two kinds of offices in gen- 
eral commerce: (1) it saves the transmission of cash, 
and (2) enables the creditor not only to arrange with 
the debtor for a fixed date of payment, but, if needed, 
to obtain from his bank an amount equivalent to the 
debt before it is properly due. 

The law provides that where funds resulting from 
acceptances are intended to produce merchandise for 
ultimate export, or where such moneys are to be 
applied to the purchase of goods to be shipped abroad 
from the United States, the acceptance privilege on the 
part of national banks can be invoked, which judiciously 
affords a broader scope to the application of the act 
and would seem extremely beneficial. 

A trade acceptance differs from a sight draft or a 
promissory note in that it constitutes an acknowledg- 
ment of a debt for merchandise, and is payable at a 
definite time. 
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Sight drafts drawn for the collection of open-book 
accounts often tend to injure the credit of the buyer, 
whereas a properly drawn trade acceptance, payable at 
a bank, represents a purchase of merchandise, implies 
a credit standing on the part of the acceptor, and at the 
same time becomes an order on the buyer's bank to 
pay the obligation at maturity. 

A promissory note, as everyone knows, is a promise 
in writing to pay, but it does not necessarily indicate 
the character of the underlying transaction. A trade 
acceptance, on the other hand, is an order to pay a 
merchandise debt, of which the instrument should give 
evidence on its face. 

The use of the trade acceptance benefits in various 
ways the seller of goods, the buyer of goods, and the 
banker, which means that it strengthens to a consider- 
able extent the banking business generally. The ad- 
vantages of the trade acceptance to the seller may be 
briefly summarized: 

1. It converts non-negotiable book accounts into 
acceptances which are negotiable and acceptable to the 
banks, thereby relieving the seller of the burden of 
carrying and financing his customers. 

2. It encourages prompt payment at maturity. 

3. It prevents the taking of unearned discounts and 
the abuse of sales terms. 

4. It tends to check overselling, as credits will be 
more carefully scrutinized. 

5. It places the seller in a stronger position when 
applying for banking credit. 

The advantages to the buyer in its use are : 

1. Improved credit standing with the seller because 
the acceptance indicates the buyer's intention to abide 
by the terms of the sale. 
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2. Better sales terms, as the seller is furnished paper 
which can be converted into cash. 

3. Improved business methods due to the sense of 
responsibility for definite obligations. 

4. A check on overbuying, inasmuch as the buyer's 
ability properly to finance his business will tend to con- 
trol the volume of his purchases. 

The advantages of acceptances to the banker aside 
from the indirect gain resulting from these reasons are: 

1. The substitution of two-name paper representing 
a merchandise transaction for the one-name paper gen- 
erally in use today. Trade acceptances come under 
the classification of commercial paper as defined in the 
National Bank Act, and are therefore not subject to the 
10% loan limitation clause. 

2. A much more complete understanding of his cus- 
tomer's business policies. 

3. The special province of the Federal Reserve 
Banks for rediscounting, at favorable rates, trade 
acceptances maturing within 90 days. Therefore, 
member banks find it advantageous to have a supply 
of trade acceptances on hand, keeping in mind, of 
course, that the desirability of this class of paper will 
naturally depend upon the strength of both the seller 
and the buyer executing it. 

The use of the trade acceptance is also of advantage 
to business in general, because it means: 

1. The substitution of readily negotiable accept- 
ances for non-negotiable book accounts. 

2. Better and more conservative business methods. 

3. Improved trade relations between buyer and seller. 

From this it is evident that, as compared with single- 
name paper and accommodation paper, trade accept- 
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ances, at least under many conditions, are more desir- 
able for the banker and should be encouraged. As one 
banker aptly remarks: "The sounder the country's 
credit, the better and safer is the banking business and 
the wider is the opportunity to extend foreign trade 
and increase banking profits. Therefore the trade 
acceptance should be encouraged, for it will help bring 
about these results, which are most desired." 



Digitized by VjOOQ IC 



• CHAPTER VH 
HOW TO HANDLE COLLATERAL LOANS 

A BUSINESS man in a city of the Northwest 
approached his banker for a personal loan. 
"What collateral?" asked the banker. 

The customer winced and then turned red. "What's 
the matter?" he snapped, his voice expressing surprise. 
"Isn't my account satisfactory? I never dreamed 
you'd ask for any security. Don't you want to lend 
me the money?" 

The banker expected the explosion and waited calmly 
for his visitor to finish. 

" Sorry I've offended you," he replied. "But let me 
tell you why I asked that question and then I'm sure 
you will understand. In the first place, I want you to 
know that your account and relations with this bank 
are highly satisfactory. We would be sorry to lose 
your business. In fact, if you had asked for an exten- 
sion of your firm's line of credit rather than for a per- 
sonal loan, we doubtless would have granted your 
request without hesitation. 

"But you are asking credit for yourself rather than 
for your business. Consider the difference. You 
probably are all right as a moral risk, but we can't lend 
on that alone. Too often in the past bankers have hit 
the toboggan in their careers by making personal loans, 
simply from the moral-risk £oint of view. We realize 
now that we must also have a reasonable assurance of 
a borrower's capacity to pay and tangible evidence that 
his resources are adequate. 
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Figures 52 and 53: The upper form is for entries of collateral paper 
accepted from other banks, while the lower one is for registering 
customers' collateral notes. A Missouri bank uses these concise records. 
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Figure 54 : This simple sheet for recording both the direct and indirect 
liability of customers serves a twofold purpose. It is adaptable for 
keeping track of any loan and can be used effectively in almost any bank. 
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"In other words, with the added requirements of the 
Federal Reserve System, we feel that it is best, both for 
you and for us, to require collateral for a loan, making 
the proposition satisfactory to you and safe for us. 
It makes you independent and keeps our lending 
'liquid.' Therefore we both profit after all." 

This merchant saw the point. He realized that the 
bank had only his character and business position as a 
basis for granting a loan. It had neither a statement 
of his personal responsibility nor security in case some- 
thing happened to him. He therefore complied with 
the bank's request for security and went away, under- 
standing better why more bankers are requiring 
collateral on loans. This is often a problem with 
bankers. They find it better business, however, in the 
majority of instances, to have tangible protection. 
All bankers recognize that demanding security is 
desirable because it means safer banking. 

As the banker referred to afterward said: "Char- 
acter loans may be ideal enough, but a bank cannot take 
chances any more. We want security, and then we 
know we are within the law and have nothing further 
to worry about." 

Why collateral loans distinctly differ from ordinary, 
straight commercial loans is, of course, obvious to the 
banker. Once classified, however, it may be well to 
consider the various forms of collateral progressive 
> bankers find most acceptable, and some of the best 
, methods for handling them. Generally speaking, col- 
lateral comes under the following heads: (1) govern- 
ment bonds; (2) other "listed" bonds; (3) listed stocks; 
(4) farm mortgages; (5) grain and produce ware- 
house receipts; (6) other warehouse receipts; (7) real 
estate mortgages; (8) syndicate bonds; (9) time paper; 
(10) chattels; (11) accounts receivable. Real estate 
and farm-mortgage loans and warehouse and chattel 
loans will be discussed in later chapters. Here will be 
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described how ordinary collateral loans are most 
effectively handled after they have been accepted. 

Regardless of whether a loan is classified as "call," 
"short term," or "long term," the routine of recording 
the collateral information, filing the various papers, and 
taking care of any other details is essentially the same. 
At the outset, after credit has been granted, the first 
item for consideration is, what interest shall be charged. 
Here is a point requiring careful analysis, and yet often 
it is not thoroughly gone into by the banker. Aside 
from the average balance carried by the customer, it is 
necessary to consider the value of the securities offered 
should it be necessary to realize on them without delay. 
No matter how sound any security may be, the alert 
banker will ask himself: "Could it be liquidated 
quickly?" Naturally if there is the slightest possi- 
bility that it could not be realized on without consider- 
able delay, it would be proper to raise the interest rate, 
providing the loan has been passed. On the other 
hand, if the security could not be readily disposed of, 
the loan ordinarily should not be made. 

The amount of margin allowed on acceptable security 
also is taken into consideration in naming a proper 
interest rate. For instance, if the bank accepts govern- 
ment bonds, the margin required above the amount of 
the loan may be exceedingly small. A comparatively 
low interest or discount may therefore be named as 
sufficient for the risk involved. 

On the other hand, if a banker is dealing principally 
in one class of loans, farm mortgages, for instance, all 
of similar relative value per acre mortgaged, it may be 
disastrous to vary the rate under any circumstances. 
Many bankers have found that "one price" is safest 
and most practicable. 

"We absolutely insist on one price to all, so far as 
interest is concerned," says an Iowa banker. "Many 
years ago I had an experience which taught me the 
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fallacy of charging one customer more or less than 
another. A farmer came in to get a small loan of $75. 
The prevailing interest rate at that time was 7%, but 
he insisted on having it for 6%. I knew the man was 
good, and I wanted his business, so finally I let him 
have the money at 6%, on his promise to say nothing 
about it to anyone. About a month later another 
farmer came for a loan, insisting that he get it for 6%. 
He said that was what we charged another farmer, and 
he named the man who had been in some time before. 
I saw then the danger of having more than one price. 
We have never varied our rate since." 

TESTED METHODS FOR HANDLING COLLATERAL THAT 
REDUCE CLERICAL EXPENSE TO A MINIMUM 

With call loans, however, the rate often varies during 
the life of the loan, according to the fluctuation in the 
general market rate. 

When the rate and other credit details have been 
decided on and the loan made, what is the simplest way 
to handle the collaterals? How shall it be registered? 

A St. Louis bank has worked out a register that 
reduces the routine entries to a bare minimum. This 
form (Figure 52) shows the name of the borrower at 
the top and has spaces below for the convenient entry 
of the important details, including the date received, 
the description, the par and market value, the appraised 
value, the date of delivery and the name of the person 
to whom it is delivered whenever the note is taken up 
or the collateral borrowed. A small bank, particularly, 
may find this simple method not only adequate, but 
economical for time. So many banks have in the past 
used cumbersome registers, that it is well to emphasize 
the value of having the most simple time-saving record 
possible, without omitting any information. 

Some banks find it desirable to record the facts about 
collateral somewhat more in detail. For instance, 
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Figure 55: In one middle western bank the name of every borrower 
on collateral goes on a card like this, which serves as a comprehensive 
record of all of the loans and discounts as well as the security offered. 
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Figure 56 : These cards enable a Detroit bank to keep tab on the stocks 
it holds as security. The front card is pink; behind it are white cards 
listing the borrower's name and the stocks he has given as security. 
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Insert III includes a column to list the total amount 
of the collateral separately and to show what the total 
indebtedness may be. Both of these forms, however, 
show how simply the collateral of any borrower may be 
tabbed. A form used for registering collateral on loans 
received from correspondent banks or discounted for 
the accommodation of customers is shown in Figure 
53. You will notice at the top the name of the corre- 
spondent bank, the broker from whom the paper may 
have been purchased, and the rate of discount. The 
amount and the due date are included. Below are 
spaces for the usual details of the collateral and for 
recording the receipt of the paper when it is returned. 
The bank using these forms finds them most valuable 
in eliminating unnecessary work. 

Still another bank in the Middle West saves time by 
recording both direct and indirect collateral informa- 
tion on the same sheet (Figure 54). That is, it notes 
whether the collateral is put up either by the maker or 
by the indorser, or by both. This form is simple and 
doubtless is adaptable to many banks. Notice that it 
can be used for any loan, whether with collateral or not. 
It covers, therefore, many uses. When collateral is 
entered, it goes in the second column. If a direct loan 
is made to a customer, the details are completed under 
the columns "direct." The amount lent, the pay- 
ments made, and the balance due are entered. If the 
loan carries indirect liability, the last columns on the 
sheet are used. The discount teller can easily refer to 
more detailed information on each loan by noting the 
sheet number and the loan number, and by looking up 
the corresponding information on the individual card 
of each depositor of collateral. 

The form (Figure 55) gives the bank officers an 
intimate history of every borrower on collateral. 
Notice how compact the card is. The officers of the 
bank, by using this card, can size up a customer in a 
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Figure 57: A Kalamazoo bank shortens its filing routine by printing 
its collateral note form on an envelop, in which is placed the security. 
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Figure 58: Customers often wish to substitute or withdraw their 
collateral temporarily. One bank provides this application blank. 
In this way the discount teller keeps his records "up to the minute.'* 
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Figure 59: With this form the discount teller needs only a record of the 
loan number to enable him to transfer the changes to his other records. 
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Figure 60: Customers who borrow their collateral from this bank 
are required to sign a receipt like that illustrated. The definite record 
protects to the bank, and also tends to make borrowers more carcfuL 
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moment. It saves them hours, during the course of the 
week, in looking up any information regarding collateral 
held. So that they may be available for immediate 
reference, these cards are filed alphabetically in cases 
just adjoining the discount teller's cage and near the 
lending officers 1 desks. Steel cages are used so that 
they do not have to be moved in and out of the vault. 

Next to this file is located the additional file of infor- 
mation on the market value of all securities held as 
collateral by the bank. This file is made up alphabeti- 
cally and the key cards bear the name of each cor- 
poration, the stock of which has been accepted as 
security. These cards, pink in color, contain all the 
information about the stock issues pf each concern 
(Figure 56), including the market rate at which shares 
are Belling. The figures are changed whenever any 
material fluctuation occurs in the stock itself. Behind 
this main card of each corporation are filed white 
cards carrying the name of each borrower and the 
number of shares he has given the bank as collateral. 

At times this is f ound to be an important mass of 
information. Suppose, for instance, that there arises 
an unexpected condition which suddenly depreciates by 
many points the market value of a certain stock. 
Instantly this file tells the officers just what borrowers 
are holding the stock. If the margin above the loans 
made now seems too narrow, each customer, whose 
collateral is thus affected, can be notified to furnish 
additional security. Thus the important routine is 
handled almost automatically. As a matter of fact, 
it is necessary to keep daily tab on all collateral, and 
some banks use such a file to cover all loans of this sort. 

Collateral itself is filed away alphabetically in the 
vault of the bank. Envelops are used in some banks, 
although a western bank has found a wallet style of 
enclosure most practical. It discarded envelops be- 
cause they fill up quickly. The wallet is of the expan- 
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Figure 61: This note has proved an unusually valuable time saver 
as it provides space for listing collateral accepted and its value. 
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Figure 62: Here is a card index for recording the collateral accepted 
from each borrower. Provision is made for all details regarding the 
securities and for the customer's signature when collateral is returned. 
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Figure 63: One bank takes a receipt like this from a borrower who 
desires his security for a few hours only. He affixes his signature 
indicating that he will return all the papers to the bank the same day. 
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Figure 64: When an officer of this bank wants to know what 
changes have been made in any customer's security, he has only to 
refer to this daily record of collateral kept by the vault custodian. 
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sion type and an extra facing of the front frames a 
removable card. The name of the owner of the col- 
lateral and other necessary information is kept on the 
card. When the loan is paid, the maker signs the card 
as a receipt for the surrendered collateral. This card 
is filed to protect the bank, should any question arise 
regarding the disposition of the collateral. The wallet 
then is ready for use again, a new card being made out 
and inserted in front. A Kalamazoo bank saves in 
routine by having the note form printed on a large 
envelop (Figure 57). The security is enclosed within. 
Thus, the whole transaction is filed away in one place. 

WHY IT IS NECESSARY TO EXERCISE SOUND JUDGMENT 
IN ACCEPTING COLLATERAL 

It is necessary always to keep track of any substitu- 
tions or withdrawals of collateral by a customer. There 
are times when a borrower wishes to secure the bank by 
depositing certain stocks or bonds only temporarily. 
Later he wants to replace the collateral with other 
kinds. When this is permissible, one bank uses a form 
like Figure 58 which the customer signs. The dis- 
count teller keeps a record of these substitutions on the 
form shown in Figure 59. By the loan number he 
can easily make from this list the proper changes on all 
of his records. 

When a trustworthy customer borrows his collateral 
for some purpose, he signs a receipt (Figure 60). This 
protects the bank from probability of any loss. 

A Detroit bank has worked out a unique and satis- 
factory system for keeping tab on all securities. An 
expert woman clerk is employed who acts as vault 
custodian. She has a separate cage for her records and 
is responsible for all collateral that comes in or goes out 
of the bank. Each customer who borrows on collateral, 
signs a simple but explicit note form which lists the 
securities accepted by the bank (Figure 61). An 
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Figure 65: A we stern bank sends this advance notice to its cus- 
tomers listing all of their collateral notes which are about to mature. 
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Figure 66: This is an example of the collateral note form which an 
eastern bank has found practical. It illustrates how completely the 
legal description of a transaction can be covered on a small sheet. 
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Figure 67: In contrast to the shorter form in Figure 66, here is a col- 
lateral note which goes deeper into detail and covers all legal aspects 
of the transaction. It also serves well its purpose, in that it cover* 
every possible question which might arise in handling a loan of this sort 
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individual card index of each loan (Figure 62) is kept 
as a quickly accessible record for all the officers. 1 

Should any borrower wish to obtain any of his 
securities temporarily, the vault custodian, who, of 
course, has been carefully trained, requires hir^ to sign 
a special receipt which stipulates that the papers are 
to be returned the same day they were given out (Fig- 
ure 63). Every day the custodian makes out a record 
of all securities received or withdrawn. Here is a sheet 
of information important to any officer desiring to 
investigate the collateral for any reason. 

This form (Figure 64) is also checked up and signed 
by an assistant cashier under whom the vault cus- 
todian works. Some banks allow too much freedom 
with collateral. Careful banks recommend precautions 
of this sort no matter how reliable customers are. 
They consider it simply good business. 

When collateral notes which it holds approach 
maturity, a St. Louis bank notifies its customers to 
replace them, by sending out several days ahead of 
time the notice reproduced in Figure 65. 

Progressive banks carefully provide for the possi- 
bility of having to realize on the collateral held to secure 
any loan. For this reason notes are specially worded 
to cover all contingencies. Some of the most satisfac- 
tory forms gathered in the course of a country-wide 
investigation are shown in Figures 66 and 67. It will 
be observed how thoroughly every detail is covered. 

Briefly may be stated here the difference in routine 
necessary for the varied kinds of security. If govern- 
ment bonds are accepted, no account need be taken, 
ordinarily, of market fluctuation. The fewest records, 
according to most bankers, thus are kept. Listed 
stocks and bonds also require less watching than those 
unlisted Warehouse receipts on grain or produce 
usually are considered so gilt-edged, where the margin 
is liberal, that no attention may be necessary beyond 
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registering the information. Other warehouse receipts 
on material or finished product, however, require per- 
haps the same routine as stocks. Syndicated bonds 
usually have the desirable backing of several banks 
and may be gilt-edged as security. Time paper is 
likely to require considerable routine if it is accepted 
direct, as from an automobile dealer on time sales to his 
customers. This, however, will be more fully covered 
in Chapter VIII. 

Few conservative banks accept any chattels as col- 
lateral Rarely, therefore, do they have such security 
on file. A progressive bank does not accept ordinary 
chattels as security unless to cover, in an emergency, 
what otherwise might result in a total loss. 

Finally, the least danger of loss and the least expendi- 
ture of time and costs is obtained by handling collateral 
loans most effectively, as suggested in this chapter. 
This means making the routine thorough, yet concise, 
and it means also keeping the records so that safety is 
assured without "red tape." 
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CHAPTER VIII 
AUTOMOBILE, WAREHOUSE, AND PRODUCE LOANS 

WITHIN three years a Cleveland, Ohio, bank has 
built up a list containing the names of between 
500 and 600 good customers by making individ- 
ual loans on small pleasure cars. 

"It is impossible to estimate, ,, says the officer in 
charge of this department, " the publicity and increased 
business gained from handling these loans under our 
plan. Not only have we won the several hundred 
worth-while accounts, but we have gained valuable 
general publicity also from the free advertising these 
automobile owners have given us. ,, 

Here is one instance, which will be described more 
in detail presently, of how bankers are taking advantage 
of the opportunities for more business in automobile 
paper, just as many of them are doing profitable general 
lending on warehouse receipts covering all kinds of 
produce and varied commodities. Therefore in this 
chapter will be considered the best methods and routine 
followed by a number of banks in handling automobile, 
warehouse, and produce loans. 

Undoubtedly, bankers have been slow to make loans 
of any description on motor cars, due probably in part 
to the recklessness of people, who, in years gone by, 
mortgaged their homes to buy pleasure cars, and to the 
lack of a definite market in which to dispose of machines 
taken on a chattel note foreclosure. Bankers, of course, 
are not in the business of selling used cars. On the 
other hand, as pointed out at the beginning of this 
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chapter, certain types of loans to individuals, experience 
shows, rarely result in a "come-back/ 9 Should there 
be a foreclosure, there is a ready market usually for a 
resale of the machine. 

The Cleveland bank felt safe in lending on an easily 
marketable small car and accordingly entered the field. 
The great majority of applicants came from other 
banks. As a result, this institution gained rapidly a 
number of medium-sized, but profitable accounts. 

Each loan is made on a chattel mortgage basis. If a 
customer wants to pay the entire loan in 90 days, he 
makes a substantial payment down and pays the bal- 
ance when the note matures. Otherwise, payments are 
received in regular instalments averaging from $50 to 
$75 a month. These are entered each month on the 
back of the note. 

The applicant first is given an application blank to 
fill out (Figure 68). This form is probably unique as 
loan applications go in the banking field. It imme- 
diately invites the visitor to open an account, and it gets 
results. All important questions which the bank 
desires answered are set forth on the sheet, including 
the amount of the mortgage on the applicant's home, 
if any; the net worth of his business; from whom he 
intends to buy his car; the loan required; the details 
of the payments; and so forth. 

From this information the lending officer is enabled 
to form a fair estimate of the reliability and financial 
responsibility of the applicant. But he asks any 
further personal questions necessary to assure himself 
that the borrower is a good risk. This does not mean 
necessarily that the applicant must have his own busi- 
ness, for he may be a lawyer, or a professional man in 
some other line; or he may be a progressive salaried 
man. But if the facts show a tendency to thrift and 
to the maintenance of a well-balanced program for 
business and pleasure, the loan usually is made. 



Digitized by VjOOQ IC 



100 TESTED METHODS FOR LENDING 

After the application has been passed, the borrower 
is required to sign a note of the ordinary sort, with the 
stipulations added regarding the amount and the date 
of each payment. A chattel mortgage covering the 
amount lent is also issued against the car and the trans- 
action is registered like other collateral loans. The 
usual rate of interest is charged. 

The bank lends only an amount consistent with sound 
financial methods so that should the borrower default, 
the loan will be fully covered by the market value of the 
car. For instance, a business man may wish to pay 
$500 for a small car, but he may not want to tie up that 
much cash. The bank, if it considers him a good risk 
will lend him, probably, about $300. Every loan has 
to be judged on its own merits. 

"We are enthusiastic about this automobile loan 
department/' says the bank officer in charge. "We, 
of course, furnish money only to men we consider of 
mature and careful judgment. These men come to us 
and show us just why they want a car. They may want 
to go out into the country Sundays and take their 
families — all of which is laudable, indeed. 

"Just think what it means to one of these applicants, 
when we help hw by lending him part of the purchase 
money. He goes out of our bank all primed to adver- 
tise us from the housetops. He'll boost us every time 
he gets a chance. We've gotten a good many unso- 
licited accounts this way. 

"We confine our operations to small marketable cars 
only and our risk is negligible compared with the busi- 
ness and publicity we get out of it." 

Investigation shows that few banks so far have taken 
active steps to lend to individuals either on pleasure 
cars or motor trucks. Circumstances have tended, as 
previously suggested, to turn bankers away from this 
class of paper except under well-defined restrictions. 
One great drawback has been the development of sales 
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To the best of my knowledge and beUefthe above is a true statement 
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Figure 68 : Probably this form is unique. It it one bank's application 
blank for customers who want to borrow money to purchase a low* 
priced automobile. The bank, of course, takes a chattel mortgage on 
the automobile and a large amount of profitable business has resulted. 
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Figure 69: This type of negotiable warehouse receipt is acceptable 
to bankers who extend credit to customers on security of that sort. 
On the back of the receipt are spaces for all the merchandise records. 
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Figure 70 : Here is the usual style of non-negotiable warehouse receipt, 
which does not permit the banker to force collection on a loan should 
the borrower default. Bankers fight shy of it because it is "non-liquid." 
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on instalments, which means that automobile collateral 
is constantly changing in value as payments are made. 
Notwithstanding this, some banks have found motor 
car paper attractive, as the experience of the Cleveland 
and other institutions shows. Some smaller city banks 
lend to automobile dealers just as they do to other 
business men on an open line of credit. A middle 
western banker finds this practicable. He knows the 
dealers and their field. He knows their financial 
responsibility and their ability to sell. Consequently 
when a dealer tells him a carload of automobiles is on 
the way and he wants $10,000 to pay for them he gets 
the money on a 60- or 90-day note. 

HOW WIDE-AWAKE BANKERS ARE PROFITING BY MAKING 
LOANS ON WAREHOUSE RECEIPTS 

While this procedure is common to a number of large 
city banks, yet the tendency is very strong toward 
lending largely on warehouse receipts. Both negotiable 
and non-negotiable forms are shown in Figures 69 
and 70, but the bank, of course, is interested only 
in the negotiable. 

When a dealer orders a shipment of cars from the 
factory, under this plan, they are placed in a bonded 
warehouse on their arrival and remain the property of 
the manufacturer until the dealer pays for them with 
money advanced in part by the bank. As security 
for the loan he turns the warehouse receipt for the cars 
over to the bank, which usually lends around 70% of 
the cost value of the shipment. Loans of this char- 
acter are generally made on an ordinary collateral note 
form (Figure 71). 

Whenever the dealer sells a car the bank has him 
sign a trust receipt, which is described later in the 
chapter, and gives him access to the warehouse to 
remove the model wanted. As soon as he has the money 
covering the sale he turns the cost portion of it over 
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Figure 71: This collateral note form is for customers who want to 
borrow from the bank on warehouse receipts covering goods they have 
purchased. Often these loans are highly profitable and reasonably safe. 
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Figure 72: This is the way the discount teller of an Illinois bank 
keeps a record of all warehouse loans — a card for each borro w er. 
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Figure 73: When a customer of a Chicago bank wants to borrow on 
warehouse receipts covering purchases of produce, he is given a note 
like this to sign. A single line is left blank for the name of the payee. 
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Figure 74: When a borrower on warehouse receipts wants to remove a 
portion of his goods he signs a trust receipt like this to protect the bank. 
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to the bank to cover that percentage of the loan. In 
many smaller cities, bankers have not availed them- 
selves of this opportunity for business, even where 
responsible warehouses are located. Although some 
bankers object to the plan, it is meeting with much 
favor in a number of communities. 

Often the manufacturer arranges to send a bill of 
lading attached to a draft through the dealer's bank, 
and this facilitates putting the warehouse loan through 
quickly. Many dealers find this a convenient way to 
buy their cars. In fact, the evidence of the bill of 
lading showing that the dealer actually has cars of a 
certain value consigned to him is sufficient for some 
banks to advance the money to pay for them without 
the usual warehouse receipt. The dealer, of course, 
must have evidenced his responsibility. 

For various reasons there has been comparatively 
small demand up to the present time for loans to 
individual business men on motor trucks. In the first 
place, dealers' terms usually are attractive, as pay* 
ments extending over a fairly long term are allowed. 
In the second place, business houses investing in motor 
trucks often have a sufficient line of credit to go to the 
bank and borrow on a straight commercial loan the 
amount they need. A third reason is that many banks 
have not desired to take up this question, but have 
preferred to let financing companies handle motor 
truck loans. 

However, progressive banks all over the country 
are gradually taking from dealers the motor truck 
instalment paper of their customers. An Illinois bank 
regularly lends money to its dealer depositors on the 
instalment notes of their customers which it accepts 
as ordinary indorsed collateral. Not only does it 
accept this paper, but it undertakes to collect it. 

The discount teller keeps tab on the notes as they fall 
due just as he does on any other paper. For this pur- 
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pose he lists all the notes on a card of letter-file size 
(Figure 72) under the name of the dealer. He then 
cross-indexes each dealer's name in a date book which 
he keeps on his desk. For every note due on each 
card an entry to correspond is made in the date book. 
In this way all due notes are followed up easily at one 
time and due notices sent out systematically. 

If the maker of any note defaults, the customer is 
required to substitute other collateral or take it up by 
giving a check on his account. When collections are 
made the amounts are applied on the customer's note. 
As motor trucks are usually sold to responsible buyers, 
the bank actually is doubly protected in these loans. 
It has the indorsement and the backing of the retail 
seller and also the signature of the buyer or maker of 
each instalment note. 

The cashier of a small city bank, which lends to 
dealers on the bills receivable of their customers, says 
that he makes it a point to accept paper of this sort 
only when he considers the makers of fairly good repu- 
tation. In this connection he says: 

"We are discounting, to quite a large extent, notes 
given to dealers by men of good standing for the pur- 
chase of commercial motor cars." 

Apparently the tendency to handle loans on motor 
trucks in one way or another is increasing among pro- 
gressive banks, and the banker who pioneers in all of 
these plans to get a share of this business may find it as 
profitable, if carefully restricted, as others have. At 
least the method of advancing money on warehouse 
receipts to help dealer customers seems to be growing 
in popularity. 

This brings us to warehouse loans of a more general 
nature — in fact, the whole gamut of commodity and 
produce loans, all of which come under this head. 
From a practical standpoint they are handled simi- 
larly to warehouse loans on automobiles. 
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Figure 75: Here is a slightly different trust receipt for goods covered 
by a warehouse receipt, when removed from storage by the borr ow er. 
This is simply legal routine enforced to safeguard the bank's loans. 
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Figure 76: In order to keep in touch with the market and know just 
what kinds of produce its ' 'warehouse receipt" customers borrow on, 
one bank keeps an alphabetical "produce" card record like this one. 
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A dealer in eggs, for instance, buys a hundred cases 
and the bank advances possibly 80% of their value on 
a warehouse loan* This means simply that, when the 
goods are received, the dealer pays for them with the 
help of a loan from the bank. He in turn protects the 
bank by turning to it a bonded warehouse receipt for 
the eggs. This acts, in fact, as collateral. As with the 
automobile dealer the ordinary form of collateral note 
(Figure 73) is used. One bank distinguishes between 
demand and time paper by printing one on blue paper 
and the other on white. This plan has proved 
effective. 

HOW ONE BANK KEEPS ON A SINGLE CARD THE RECORD 
OF EACH WAREHOUSE LOAN 

Information such as the name of the warehouse, the 
number of the receipt, and the nature of the collateral, 
is entered on the black spaces provided and *af ter the 
loan is approved and signed, a card (Figure 72) is 
made out like that for automobile notes. This card is 
large for a purpose. The bank which uses it formerly 
had a narrower form instead, but it left insufficient 
room for the names of the warehouses under the head- 
ing, ''description of collateral. 1 ' The wider card gives 
plenty of room to enter all data easily without crowding. 

Each warehouse receipt is numbered and the number 
is entered on the card. Under "denomination" the 
character' of the collateral is written, whether eggs, 
beans, grain, canned goods, or bales of paper. All 
sbrts of commodities are included in these loans. As 
each loan is made, a valuation is placed upon the 
goods in the warehouse and, according to this estimate, 
the amount to be advanced is determined. This 
figure is placed in the last column. 

It often happens that a dealer will sell a part of his 
warehouse purchase at one time and a part at another. 
In this event, he is required to sign a trust receipt to 
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protect the bank while he removes the goods he 
wishes to dispose of. He promises, of course, to pay 
the bank the proportionate amount of money within 
a definite time limit, say from one to three days. 
Two trust receipts, each used with satisfaction by 
different banks, are shown in Figures 74 and 75. 

The bank which uses the large index card keeps 
close tab on all partial payments on trust receipts to 
see that the loan is kept well balanced. If the market 
has changed and too low a price has been received by 
the dealer for his goods, he is asked to make up the 
difference or to furnish additional collateral. 

The index cards are all filed alphabetically accord- 
ing to the borrower's name. The warehouse receipts, 
if there is more than one for a customer, are first 
arranged in numerical order and then placed in a 
heavy envelop, which is also filed alphabetically 
under the borrower's name. In this way the papers 
may be obtained quickly and the receipts handed out 
when customers present checks. Insurance policies 
are filed with the warehouse receipts. 

As a guide to credits, all commodities are given 
special cards (Figure 76) which are filed alphabeti- 
cally. On these cards are listed the names of all 
borrowers. For example, under "eggs" are entered 
the names of dealers who have borrowed on purchases 
of eggs. Should a sudden change come in the egg 
market these cards indicate the personnel of the risks, 
and the credit department can quickly decide whether 
to "call" these loans or to request more collateral. 

To sum up, automobile and warehouse loans, inves- 
tigation indicates, are receiving more attention gen- 
erally from bankers, and as an added source of profit 
they are frequently looked upon with favor. With 
a simple plan for handling them, as has just been 
described, many bankers may find it advantageous to 
include them among their profit-making loans. 
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CHAPTER IX 
HOW TO APPRAISE FARM LOANS 

OUR files show 767 loans aggregating $108,000 
maturing within the next four months/' said 
the president of a middle western bank not 
long ago. "We are carrying probably $200,000 in 
farm paper altogether, outside of $100,000 in farm 
mortgages. The charge-off on our loans to farmers, 
not counting the farm mortgages, has been less than 
one third of 1% in the last three years." 

This bank has resources of a little more than $1,000,- 
000 and is situated in the center of an agricultural 
district where land values have increased from $25 to 
$150 an acre in the past 10 years. It has influenced 
the upbuilding of the community, and while it has 
lent extensively to neighboring farmers, it has had 
no losses to speak of. It usually has been able to 
accommodate its customers, mainly because of its 
complete and systematic loan records. 

The plan used in this bank in tabulating and classi- 
fying its farm loans is adaptable probably to almost 
any bank. Investigation indicates that many small 
bankers rely too much on their memory or on guess- 
work in passing on farm loans, and as a result, they 
sometimes sustain sharp losses. A definite record is 
as necessary in the farm loan department of a bank 
as in any other department. The majority of small 
banks need a simple and at the same time compre- 
hensive record of all farm-loan negotiations if safety 
and profite are to be secured. 
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When a farmer asks for a loan on real estate in the 
bank referred to, he is handed an application blank 
like that shown in Figure 77. This form provides 
the bank with all of the detailed information necessary 
to pass intelligently upon the loan. It furnishes the 
description and location of the property, the assessed 
valuation, the nature of the farm as to improvements, 
stumpage, water supply, and so on, and finally, gen- 
eral conclusions relating to the character of the pro- 
spective borrower. The application blank also pro- 
vides for a comparative appraisal of the money value 
of the property and for insurance facts as set forth 
in the illustration. 

Having this information in his files, the banker 
knows definitely what to expect when he decides to 
make a personal appraisal of the property. Often, 
however, he is familiar with the condition of all the 
farms in the county and an appraisal is therefore 
unnecessary. But when any application blank reveals 
a condition that is not clear, the cashier and two of 
the directors visit the farm and check the application 
against their personal inspection. 

After the appraisal is completed and the application 
is passed on, the borrower is given a card to fill out 
like that shown in Figure 78. This card shows at 
a glance the net worth of the farm and includes the 
owner's valuation of his real and personal property. 
With this summarized credit information on the card, 
which is filed alphabetically together with the facts 
on the application blank, the bank knows definitely 
how much it can lend safely. 

The bank has these cards revised annually and in this 
way places the farmer on the same footing with the 
commercial customer, who is required to file a statement 
of his financial condition at least once a year. By 
keeping the cards up to date the bank naturally gains 
the advantage of determining at any time the extent 
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APPLICATION FOR LOAN 



Tou 



N*m»t 


AHdrMfl 


How msny arm?-— . - , , 


pM^riKA Und ,_ bb 




Are yon working farm y 


nnniftlf? 



Cash value of buildings, $_ 



Cash value of whole property $„ 
rvalue, $ , 



How mncfc money wasted, $- 



How much Is farm now mortgaged? J>- 

la persona) property mortgaged? 

How much insurance, % 
How many acres plo 
How many acres wet and low*. 
Is man progressing?——. 
I heresy apply for) 



-tStone or thistle- 



i firat mortgage f or:_ 



Sign here 

Man and loan personally recommended. 



OFFICE RECORD 




Note 








Title 








Assignment 








Insurance 








Mortgage 






. 











Personally inspected. 



Figure 77: One of the simplest of application blank* for a loan on 
farm real estate, this form does effective service for a middle western 
bank* Besides the usual questions to be answered it provides space 
at the bottom for a summary of the loan, if made, for the office record. 
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Addnaa 


This statement is given to the Pint National Bank for the purpose of obtaining credit and is true to the 
best of my knowledge and belieC 


I own the following described real estate Mortgages and liens on real estate 


Worth 






















Worth 
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I owe to banks 










Acres improved 






















Building* are worth 












I owe chattel mortgages 






Buildings insured Tor 












I owe property notes 










' own horses worth 












I owe on open accounts 










' °* n cattle worth 






















I own other personal property worth" 












I have endorsed for others for 










I have feed and produce on hand worth 
























I have notes or accounts due me worth 
























I consider I am worth over my debts 








































































note 








Vc 


Ml 


Uf 





Figures 78 and 79: The lower form is the small card which the bank 
asks the farmer to fill out after his application has been favorably 
considered. This gives the bank further valuable information before 
granting the loan. The other is a practical loan application record. 
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of the farmer's real and personal property, and is there- 
fore able to consider loan applications on the basis of 
hard, cold facts, rather than on hearsay or surmise. 
Many banks have found this a most effective method 
of checking the farmer's borrowing power. The First 
National Bank of Waco, Texas, for example, like the 
bank already referred to, uses a record (figure 79) 
which has proved effective. This card stands upright 
in the file and contains practically all of the information 
which the bank believes is essential in making a loan. 

In this record, note that the section relating to refer- 
ences provides considerable space under the caption 
"merchants." Investigation indicates that the major- 
ity of banks handling farmer's loans make an effort to 
find out how much the farmer owes the "butcher, the 
baker, and the candlestick maker." This information 
is illuminating in suggesting to the banker how far to 
go in the extension of credit. 

Most loans to farmers are made on a straight promis- 
sory note. A practical form of this kind of note is 
shown in Figure 80. Since it provides on its face for a 
record of all payments made, the date of the payments, 
the due date, the notice date, and so on, it is more 
desirable than the old-fashioned form which carried 
only the promise to pay, thus requiring the use of the 
reverse side for all notations. Many farmers who bor- 
row on notes depend too much on the merchant to carry 
them over from harvest to harvest. On this expensive 
indirect credit of purchasing on instalment and running 
accounts, they usually pay excessive interest in locali- 
ties remote from financial centers. Their debts pile 
up with no prospect of immediate reduction. The 
banker, therefore, has to keep a weather eye on this 
form of credit. 

" We have found that the fanner often is apt to want 
to speculate with his products even at the expense of the 
groceryman who carries his account," says one banker. 
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Figure 80: To save time in recording payments on farmers' notes, 
a Kansas bank makes use of this form for entering each payment. 



THIS AGREEMENT MUST BE SIGNED AND SUBMITTED WITH 
EACH APPLICATION FOR A FARM LOAN. 



QtytM tf tO Cctttfpttat I, (he undersigned, haw ttu* day appointed lb* FARMERS TRUST COMPANY 



■ formal application (of Mid Ioob, giving tb« fall and complete description of the ml estate to be covered b 
of trust or mortgage to accura tbe payoieot of Mid loan, sod said appoiotaMDt m agent and application is be 
a pan of ibu agreement. 

I further agree to pay to tbo mm FARMERS TRUST COMPANY for procuring Mid loan a «oi 
%of tbe amount of Mid loao. payable m cash, or *j of tbe um»i of 



payable ia equal _ 



a atcoad deed of troet or mortgage on Mid real eatate 



I farther agree to furnish an abstract of title to tbe real estate offered m wcurity for aaid loao. 
aome reliable abatracter. or firm, or company, now doing a general abstract buMness in the eoanty in wl 
estate » situated and approved by mm! FARMERS TRUST COMPANY, shoving a perfect record titl 
to farnisb a continuation thereof after mm loaa m closed snowing tbe mortgage securing Mid Iom 
on the land. 

1 farther agree to pay tbe attorney's fee far examining mm! abstract, all acknowledgment and 
and the coat of United States Court certificate*, whenever necemnry. 

I further agree to pay Mid commiaaien if far any caue or rnaon I fail or refuse to complete ml I 
thirty days from the date I am notified of tbe approval of the application. A written notice by tbe P 
TRUST COMPANY mailed to me at my post offce address, u given in the application lot tbe loan, witbii 
from i bis date, shall be suficicut notice that tbe application is approved. 



a first hen 



Dated at- 



To CORRESPONDENT-Wben 
cum mission is payable in cash, draw pen 
through "instalwukt" terms, and il 
paid tn instalo.«nts , draw pen through 
"cash" terms. 



Figure 81: "Have it in writing" is the policy an Indiana bank has 
adopted in accepting an application for a farm loan. This agreement 
covers the chief points of the transaction and is an all-round protection. 

118 



Digitized by VjOOQIC 



FARM LOAN APPRAISALS 119 

"Nine out of 10 farmers in our community are very 
liberal borrowers for the purpose of carrying their crops 
and on this account they are naturally inclined to 
speculate. Our bank has kept track of this tendency 
by circularizing annually the country merchants in the 
65 small towns tributary to this city, suggesting to them 
that they urge farmers to sell enough produce at harvest 
time to pay their store bills, 

THESE APPLICATION BLANKS HAVE PROVED OF VALUE IN 
OBTAINING ALL NECE8SARY INFORMATION 

"For the past 10 years we have employed newspaper 
advertising, direct advertising, and personal solicitatio 
as a means of educating our farmers to place half c : 
their potato crop on the market as soon' as the digging 
takes place. This not only enables them to keep their 
financial affairs in more liquid condition but makes it 
correspondingly possible for us to strengthen and pro- 
tect our farm loans against the borrowers' temptation 
to speculate on the entire harvest. One young farmer 
who took our advice eight years ago has head the good 
fortune to accumulate $20,000, although in the begin- 
ning we lent him his first $500. 

"When a farmer, who probably has a large loan at 
the bank, sells half of his crop in a good market, he has 
a substantial surplus left, and if he wants to speculate 
on the balance of the crop, that is his affair. At the 
same time, however,, this practice is a loss to the com- 
munity and possibly to the bank, as cotton in the ware- 
house or potatoes in the cellar do not circulate as money. 
This year, in one section for instance, the speculative 
type of farmer got his scare. At digging time, potatoes 
sold as high as $1.10, but within 60 days the price 
slumped tod it was difficult to find a buyer at even 75 
cents. Some farmers who were hanging on for higher 
prices owed us money on loans a year or more old, and 
they then pleaded for renewals or extensions." 
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In order to discourage this practice, some of the banks 
keep track of the fanner who speculates by making 
notations on his credit card, and then they write to him, 
trying to advise him how and when to sell. They also 
do constructive advertising along this line. One banker 
takes an automobile trip through the country about 
once a month, to see how his customers are getting 
along, and he always discusses the market conditions 
with them. This naturally enables him to safeguard 
his farm loans. 

When the farmer applies for a loan, the funds which 
he requires are of two kinds. The first is the circulat- 
ing capital to be used for short periods in growing, 
harvesting, and marketing the crops. This is usually 
designated as the short-time loan, already described. 
The second is the fixed capital to be sunk either per- 
manently or for a long period in the acquisition and 
improvement of the land and in the purchase of exten- 
sive equipment. Loa&s made on this basis are gener- 
ally known as long-time loans and will be described 
more fully in Chapter X. 

The shortest period during which the fanner needs 
financing from the outside is usually longer than the 
ordinary 90 days of the short-time commercial loan. 
Consequently the commercial borrower, with his three- 
month paper, gets preference over the fanner, with his 
six-month or one-year paper. As a result, a large per- 
centage of the farmer's loans are taken care of under 
methods described in Chapter X. 

Investigation indicates that farmers are now accorded 
more than 75% of their credit by local banks and trust 
companies and the remainder by life insurance com- 
panies, savings banks, and individual investors holding 
real estate mortgages. As a rule, however, these 
lenders do not take securities running for more than five 
years, although of course the privilege of renewal is 
usually granted readily when general conditions permit. 
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INDIANA 
FARM LOAN APPLICATION 

•notary to anawar anon quaatlaw fully and fill 
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To formers Treat Company, lodiaaopoUa, Indiana: 

The undersigned hereby appoint* you agent to procure a loaa on the real aetata deacribad below, for the 
aumunt etated. and you arc authorised aa my agent to make appBeation for me and m my name to any paraou 
or pefiona. corporatton or corporation*, whom you may edect, and m my behalf to make all the following Mate* 


■uch other thing* aa you may deem ntcewary or proper to procure euch loan forma. 

It it folly understood that io all cranaactJoo* ratathra to aaid loan, batwoaa yoo aod myaalf or bo- 
twoan your local corrcapoodeot and ayeotf , yon ara actios and aball oootloua to act aoMy w gay behalf, 
and not aa agent of any other paraon or corporarJoo con— c tad with or uMnreeted in aaid loan. 
The aecurtp offered n deaenbed aa follows (State and give the acreage of any exception*, each aa eebool lot. church 
tot. burial ground, railroad righu of way. and ao forth.) ; 
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Figure 82: An Indiana bank which makes loans on real estate mort- 
gages as security, finds that a three-page application form of which 
this is the first page exactly meets its needs. There is space for a com- 
plete description of the property, and a diagram to show its location. 
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i. u the tickle by the buebendrnwrfo or jointly?. 
4. u she sa^ for yoam thto trarwactioo?. 
4, P.O. address 



_4.A^ to- 




ll. AMOUNT OF LOAN WANTED IS. 

i of years, with interest at the nta of. 

note* tad wKmi (or deed of trust) to be drawn upon yaw customary farm of blank*, with the wl i O nj a, of 
m a kin g p a ym ents of one hundred DoOarsoc malri p toi thereof, on account of principal oaTeny m im m t - pay togday. 

14. llow soon will loan be wanted? Urn. Whet e«cunrt>rs»« now on the land? 

lift. Whoa held hf? lSe. At what mot? 14. Fc* what pntyoM to thto umnej 

appfed!ortotoaMd?_ 
17. 



« under cultrration?-, 



-18.1 



19. Bow many acres unfit for the plow; how many too wet?_ 
34. Is the land on* public roed?_ 

12. I* the tond rented? 

X. Until what dete?_ 



JU. What kind?. 



f ncm 01110001 to overflow? __ 
'too rough?- 



_^3. Tbn 



.25. At what rental?. 



34. What to the uoual annual rental value, per acre, of cimllar property in the vicinity? 

37. Bow many nam were ortojhmBy prairie? 24. How many acne are bottom land? 39. He 

acrm are npiandl M. What tt the general character and quality of the nil? 

St. How many acrm are fenc*d?___ll Kind and description of fence? 

33. to the land watered? 34, How? . 15. It the land rolling or flat?. 



34. Dom It need ditching?— 

35. Bow many rods of tlle?- 



_ 17. How many rod* of open dheh upon the land?-. 



44. What did you pay for each tract?- 



.34. Whaadidyounurdnnaorh^t^toj ^^^^^^^ 



4L What ware the t 

43. From whom did you acquire title to the property?— 

43. What building* were on land when yoa booaht it?_ 



44. What was their value at that time? & 



45. What balldinfi have you erected since you bought tt?_ 



value of the buildings you 



46. What to the present value of the building* you have erected since you buugut it? . ■ ■ 

. 47. State m detail what impro v ement* other than buildings you have made to the farm twee you bought U._ 

43. What to the money value of each Improv em e nt s? 3 

49. On which forty-acre tract ere the buildings located? 54. Per what a 



fL In whet company?.- of ML 

HOTX^Ww Imn t eace a aat l ss. s wbl sc i to mo rtgagee saC — brotmnoa as 
wdahrii r y m the leader, win as njfan oat lor aw hteeito oj tea loan. If 
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My Farm was divided at follows 
daring the bat crop » 

JTOom an* •eaal leeJ am 




-™#E£rs£i 



Value" 



STATE OF INDIANA 



County of 

The Applicant-, being duly sw orn , de pone e nd my— the statements 
above are true and correct in every -particular; that -ha «* !««. 

. fcl age: that_.be hi peaceable possession of the p roperty; that 

Jl— -title and po eam ion to at thto time unquestioned; »ht w* 
principal nor eorety on any bond which to by tow a Hen 



on said premises ; that there are n 
upon mid premises or suits pending against h in any Court of Rec- 
ord of this State, or of the United .States, which can result in a lien 
thereon that will not be removed before the loan is completed: that 
there to no liability of any hen being filed by mechanics, or others., 
which can take precedence of the lien of the loan above applied for; that 1 
there are no u n r ecord ed deeds or mortgages except such as are shewn by 
the abstract submitted ^he-nnderstand .that the loan hereby applied 
for to to be made upon the represent ations as to said premises above 
described, and the title to the same, made by— h. ■ in thto application. 



-day of 






Figure 83: This is the second page and across from it is the third 
page of the folder of which Figure 82 is page 1. Notice the care- 
ful detail with which every question concerning a farm loan is brought 
out in this document. Bach item is numbered so that it can be re- 
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REPORT ON PROPERTY BY LOCAL CORRESPONDENT 



Ocntlemcn: I hereby cattily that I have mad* a careful personal esnminsiioa of the premises described la tha 
foregoing application for tha purpose of esecrteining thair value and destrstrility as security for the loaa applied far. 



1 have known the applicant fbr_ 



_ seres are now in cultivation. 

.seres of ssid land can be profitably cultivated. 



The balance of the land ta_ 



-acres of the above land are subject to overflow. 



If the farm has-been rented during any portion of the last three years, what was the average annual rental received 

m cash? S 

The> Soil is and Is of quality. 

Tha Buildings are as stated in the application, and are in condition. 

I have read carefully sH tha statements contained In said application and ascertained them to be true, with tha 
following ~~p»t*-»- 




and the pre e ant cash value of the buildings ls_ 

nuking the pr es en t cash value of both land and buildings. 



The Applicant is a man of good character end credit. Hie farm shows. 



He owns other land of the value of g_ 
head of horses and mules.. 



.heed of bogs,snd his fern is toutpped v 



^ewabw.sa.« g»n3 

From tha chexactar and condition of aaM farm, and the credit of the applicant. I behave that a lean of S— 
would be a desirable one far you to make. 

Where a merited women can net b e c o me surety, we deem it important that the corr e spondent answer the I 



Have you any Imowtedge. from any source, that the wife of tha applicant (or. feme covert making this sape)- 
eetton). by the loan herein applied for. ie surety for her husbsa4c« any other person, sither by esecutta 
asmt or by conveyance through trustee to her hw 
bssasno a dsfonco to en ocdon to foreclose? 

<Oive any further information obtained that amy have « bearmg on tbte loan) 



ferred to easily. The applicant is required to give the actual cash value 
of land and buildings. The total yield and the division of the land 
according to crops is also included. The third page is a concise report 
for the bank's local correspondent to till out and return to the bank. 
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Since many of the great insurance companies have 
invested their funds in farm mortages, it is interesting 
to note the methods they employ in making farm loans. 
The Farmers' Trust Company of Indianapolis, Indi- 
ana, which handles a great volume of insurance money 
for investment, has a plan which illustrates a simple 
and effective process in use in many progressive finan- 
cial institutions handling this class of business. 

The savings banks or insurance companies usually 
are able to furnish funds to the farmer who wants to 
raise more money than his own bank can furnish. 
Upon applying for a loan, he is usually required to 
sign an agreement, similar to that shown in Figure 81. 
An application like that in Figure 82 is then handed 
to him and, as the form indicates, he must give a 
graphic location of thfe land to be mortgaged, together 
with all detailed information. The lender determines 
the quality and distribution of the crops, and gets an 
exact line on the borrower's method of farming, by 
referring to the application blank (Figure 83) which 
bears the caption, "My farm was divided as follows 
during the last crop season." This helps to avoid the 
danger of lending heavily on single crop farms as 
opposed to diversified crop farms — an important point 
that will be considered in Chapter XI. 

After the farmer fills out this application and returns 
it for examination, the bank sends appraisers to inspect 
the land. A form like that shown in Insert IV indi- 
cates the results of this investigation* The inspectors, 
as a rule, are men who have lived long in the community 
and have gathered an expert's knowledge of real estate 
values. The inspection is an important stsp in the 
farm loan transaction, and unless it is based upon 
definite methods like those described in Chapter XI, 
there is danger of overlooking conditions having a direct 
bearing on the loan. When the inspector submits his 
report, the application is in line for final consideration. 
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Date I 



How 




Date. 
Live* 
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Before the bank executes the mortgage loan it brings 
to bear on the application all the accumulated knowl- 
edge and experience gained in studying the conditions 
affecting the district. This information usually con* 
*Bists of extensive field reports, like those described on 
page 151, and data pertaining to the general financial, 
banking, and collection facilities of the section. 

When the loan application runs the gantlet success- 
fully, the bank's lawyer checks it. Investigation 
shows that in the majority of banks there is on the 
board of directors a lawyer who handles all these de- 
tails at a stipulated fee. He searches the title of the 
land offered by the borrower as security for the loan, 
puts the legal papers into proper form, prepares the 
mortgage, warranty deed or trust deed, as the case 
may be, and has them recorded as a lien against the 
property. All the details of the terms and the record- 
ing references to the mortgage are then recorded in 
the bank's or company's mortgage register. The col- 
lection of interest and other details incident to handling 
the mortgage and loan will be described in Chapter XIII. 

This outline on appraising and handling applica- 
tions for farm mortgage loans gives a hint of the detail 
involved in dealing with applications. Scarcely any 
two applications are alike in all particulars and the 
methods of inspection and appraisal likewise usually 
vaiy in the same way. For example, two southern 
banks, located in the same city and making loans in 
the same district, use application blanks that are 
widely different. One requires the prospect borrower 
to answer all detailed data under these heads: 

1. Location 

2. Acres and crops, character and topography of 

the land, color of the soil, kind of timber 

3. Title, terms of purchase 

4. Drainage, levees, and tiles 
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5. Water and fences 

6. Value of land 

7. Value of buildings, and so on 

8. Insurance, and so on 

0. Valuations 

19. live stock and fertility 

11. When not occupied by owner 

12. Encumbrances 

13. Taxes 

14. Other real estate owned 

15. Personal 

The main headings of the other blank are: 

1. Security 

2. Character and description of land 

3. Buildings and insurance 

4. Products 

5. Stock and implements owned by borrower 

6. Occupation 

7. Market and neighborhood 

8. General 

9. Statement 
10. Sundries 

On page 4 of the application, the following agree- 
ment covers a number of significant items in the nego- 
tiation of a loan: 

The undersigned does hereby agree to pay the traveling expenses 
of a representative of said Mercantile Trust Company to inspect 

this property. Same not to exceed $ (check for this amount 

must accompany application). Also (if this application is accepted 
by you) to pay the cost of printing the notes hereinafter called for, 

the cost of same not to exceed $ , and to furnish a complete 

survey and abstract of title, pay all expenses for the examination 
of such title by a competent attorney residing and practicing in 
the state where property is located; also, all fees for recording 
papers, and for continuation of the abstract of title to show mort- 
gage papers of record. 
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The undersigned has answered the above questions, and has 
made these statements for the purpose of procuring said loan, 
and does solemnly declare the same to be true in every particular, 
and has not withheld any information relative to said property 
which would adversely affect its value, and further agrees to and 
with said Mercantile Trust Company of St. Louis, Missouri, that 
in the event said loan is made or placed by it that it is to receive 

a commission of $ for its services in making or negotiating . 

same, said commission to be deducted from the proceeds of the loan. 

The loan is to be represented by ( ) 

notes, each of the denomination of Five Hundred Dollars ($500), 
same to be signed by 

The undersigned further states that he is in peaceable possession 
of the premises above described; that his title thereto has never 
been disputed or questioned; that there are no mechanics' or 
material men's liens against property; that there are no judgments 
unsatisfied, unpaid taxes or suits pending against him in any 
court of record of this state or of the United States; that there are 
no unrecorded deeds or mortgages, and he is neither principal nor 
surety on any bond which is by law a lien upon said premises. 

Witness hand and seal this day of 

19 

(seal) 

(Signature of applicant in full) 

Witness Address 

All applications for real estate loans considered by the under- 
signed are subject to the following conditions and reservations, 
that is to say: 

1. The title to the premises proposed to be mortgaged shall be 
pronounced perfect by this company's counsel. 

2. In case any law is now in effect, or shall be enacted by the 
legislature of the state in which the property to be mortgaged is 
located, providing for the taxation of mortgage securities or notes 
secured by mortgages or deeds of trust, all such tax or taxes shall 
be paid by the borrower. 

3. If the requirements of this company, in relation to the loan, 
are not met and the loan completed within 30 days after written 
notice of acceptance of the application, this company reserves the 
right to drop the loan from its list of engagements, unless the time 
shall have been formally extended by this company. 
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4. The abstract and all evidence of title furnished must be 
retained by this company until the loan is fully paid. 

5. We charge the customary commission for paying notes and 
coupons: This is the small fraction of 1/8 of 1% on the amount of 
the principal notes, and 1/4 of 1% on the amount of interest 
coupons paid from time to time. This charge is based upon the 
clerical work involved, and the responsibility assumed., in paying 
and caring for such notes and coupons. 

This important provision should be carried on all 
application blanks since the lender's terms to the bor- 
rower must include compensation for such services as 
appraisal, legal advice, collection, and so on. In 
view of these special costs and the fixed expense of this 
service, the margin of profit, coming out of the differ- 
ence between the rate of interest the fanner pays and 
the current money rate, is a narrow one at best. The 
net profit is determined rather by the volume of 
business and the skill in management than by the 
territory. This will be brought out more fully in the 
following chapters. 

It is evident here, however, that, with a correct 
analysis of its field, every bank can save in routine 
and prevent losses by having adequate application 
blanks and appraisal methods for its faim loans. 
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CHAPTER X 
SETTLING THE LONG-TERM LOAN PROBLEM 

A GREAT number of American bankers, mort- 
gage companies, and private investors have 
handled many millions of dollars of prime farm 
mortgage loans without ever resorting to foreclosure. 
In fact, in one county of Illinois there has been no 
foreclosure in 30 years. Similar conditions have pre- 
vailed in certain other sections, too. In these com- 
munities, therefore, farm loans are considered an 
attractive investment. 

However, the long-time farm loan has not met with 
great favor among bankers even in the richer sections 
of the country. Naturally banks which must keep 
their funds fairly liquid have not been tempted often 
to float a loan over a period of, say, 25 or 30 years. As 
a result, bankers in rural communities have had at 
times a serious problem to meet in cooperating with 
the farmer without issuing long-period paper. 

The establishment of the Federal Farm Loan Bank 
and its subsidiaries and the methods it employs in 
solving this problem are, therefore, of interest to all 
bankers, especially to the great majority who are 
definitely linked up to the farm loan and agricultural 
credit. The plan of the First Joint Stock Land Bank, 
which is described in this chapter, illustrates quite 
clearly how the long-time farm mortgage of large 
proportions is negotiated. 

Until the organization of the Federal Reserve Bank, 
many bankers doubted if the so-called country bank, 
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serving only its own little community, and managed by 
local men, could handle advantageously the large farm 
loan. Individually, however, they were probably bet- 
ter able to give credit than a branch of a large bank, 
yet when a financial cloud appeared on the horizon, 
the general run of small bankers usually tightened up 
on credits and called in their loans. 

Before the establishment of the Federal Reserve 
System, the country banker often trembled at the 
suggestion of a long-time loan; he had always before 
him the possibility of a panic like that of 1907, for 
example, when it was practically impossible to borrow 
money, and the demoralized markets made it ruinous 
to force customers to sell their products. But the 
Federal Reserve System has helped to eliminate this 
menace and the banker can turn his attention more 
readily now to the upbuilding of his community and to 
the wider financing of his customers. The problems 
of the country banker vary according to the locality. 
Banking conditions in Georgia differ from those in 
Michigan just as those in the rural districts of New 
England differ from those in California. Each banker 
has his own problems, especially in lending, which 
must be worked out according to the soil, the crop, and 
the market conditions as shown in Chapter XI. 

Investigation has shown that many country bankers 
can determine how far to finance the farmer because 
they were raised in the rural districts and are there- 
fore familiar with his problem. This knowledge, sup- 
plemented by experience as a clerk or a junior officer 
in the bank, and by watching the balances and know- 
ing the profits made by the various fanners, enables 
the banker usually to determine the time customers 
need to pay off loans, and to forecast the success or 
failure of a given farmer. He has learned, first of all, 
that a loan is desirable when it is extended to the man 
who can take the money and put it to productive use. 
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VALLEY MTIOHAL MNX aVUMM 



APPLICATION FOR FARM LOAN 

To thtPirst Joint Stock Land Bank of Chicago 



a hanky ojaba niilnil in far « toaa of . 



— )faratraaf jhr. whb hMMl at taa fata of $H % 9" oaataa. taa pttactpol aad fettoratt tt> bo pay* 

■»i—i» aa tlH Tubulin etaa, tmifliig to anortiaadao tabba pr ot t rfbo d by tbt Mini ram Loaa Board; tba 
»to ba tfvaa «f aayfa* ftUd or aay awWeh tbaroof aa tba ooaoaat raaaaabg daa.or taa oat 
■tod alba •»« yoaw boat tbt drta of tba ai wf aj * aa if ar ratot aad rajato H i m of taa f aaar a l 1 

i m wwn bjt si wit iwa aaMftpw ^* taa loOowfcag daacnH 
■ oaoa at tabool tot aval traaad. tofaaad rbjbta of aay aa* a» ft 



a tba f aaaabaj doatrlbod taal oaaaa;a>-a» (Mat* aad ghw taa acraaaf of aay aa* 



Nataro of yaar aariaa 



r taai toaa to okaaaal ia_ 



-.haaWy doatrlbod - ft 



•actio* Tawaobto Baaa* 

i 

I 



aem, accordbtg to gooaraataai oannj tbaroof. 



~( H. 1- *■ o* W.) 



M«aonrbea»ocao*l. 



-Matfc— ttty af maiwaiiwj £l! 



a aadadaaj atbar ba 



.acrat at $_ 
aatt_ 



wart «ataa of tbtai toad bu 
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TtaetofUad 



Taar Mm 



PbM AaHNMt Ot««b 



■•*- ^Sr^^-^-paTSr 



Pmaat VabwofUad 



TW bNarabh) lofrnmnti (only) aa tab toad an atacHbtd aad vatood at b 



-Or»a Addbbaa ■ajaaaady C ^£I!£!F YtorBaMt 



laanadfar Volat 



o a ayaaj. abat haawaaaaaat bara yoa ■ 



Wbat. V av. of abav* ara aapaM b 



Vol— of Fanaaaj liaf laaaii T _ 



_ AoMwrt *T Caottal Mangaa*. If My. «_ 
_Aaww» of Chwtd Mortaaat. If — y. t_ 



TfUCXINMCUrJUUTMirUUT 



Figure 84: Here is the first page of an application for a farm loan to 
a Joint Stock Land bank. Notice how thoroughly the questions search 
every point regarding the applicant's entire property. Each question 
has to be answered fully. Other sections of the application follow. 
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Wemt of iirwwt occupant _ 



If rwtd, give tenaa. 



Awm value of far— par acre to thie vicinity, $_ 



I OROW1NO OK LAST OROWN 



SOIL AMD SO rojtra 



The eoil b)_i__ 
The mb-mU bu. 



_acr«iin Clover 
-acreataTi 
Reatal Veto*. S_ 



■ to Orchard* aad Lota 



Whet ami of bud Si en pubs* rent* 



_ecroi ia Ttoabar Paetwe 
_ Value of Paatnre, ft 



Total Value of Craoa, |_ 



_ToUI acretia Far*. 



_!• I <mi other reel eeute ta the vahio of *_ 



My total amta at (hit Urn aref _ 
Drainage taa4 



-Total HahOltke at tola one do aot aaeead $- 
Other ta*4 



Imotafjo aaarriad. Aged 

aad her age fa) I havtcbildrea. aaaarjy: 



a yea ever b 



-i bore, pbk 



_l If ao, whan aad whore? - 
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■ opoa.eetdlaBatad.aaVi 



add peacea b l e a d o a of eaM B n ra tn i. aad every part thereof. There are ao other elalaaaata thereto. Norther ary ttcha. at 



of ary grantore. ta any Court of Kocord (State or FederaQ that are apoaapoa laid ptmieea. There are ao Baaa or rlgbta ta Heae of 
la e rt iaa in or —torlal — agataot eaid Bii i nam , There are ao oototaadlAgdeodi or atortgaget open eeid proam».aareeordod,aad 
aoleaa or cqeJrJn of any lead eJfcctfag the title thereto a* foOy cladoood of record, and I do aot baser of aaythtog that any are* 
viae to advene claim of any hied. There are ao anatirrUd Jadgamta. or —paid taaee eJecrJag eaid lead. I oat not huoltauj. 
or to rmhraptcy. or thraataaad with haaJBiratey nrnnw d tn ga I eat aot. aor b aay of aty gr anla r a,a party to aay bead] or orrtthafc 
BlibaraepibBdpaloraBiety.thetie.arBMy b ioBHi e .alieaapoai eaidB n a d i H . 

I agree hi wirin g thie appB c a t loa that aay expeaae toearrod by your beaker repreeeatadve tharaof.lbr baamtbuj the property 
acdeharaaeofcoaaodfar iii. rln i n» abotract.ea4 aay other laeMaatal OBxoaae lacurnd. wB be paid by an. wbathar the loaar 
hereby appflod tar la gran t ed or aot. aad I aha agree ta pay tacordhaj fee of e eertaa aa loan hereto appSad far, aadaapaaaeofto 



of title aa any ho airmary, are to be faraJahed by taay — r — I af which y- be retatoed Tiij fiitiak ■ 



la order totadam the eaid Pint Job* Stock Load Book of Chicago toejobe a h 
entag appli cat ion, or ta each aaaoant, for each time, at each rate of totoieet. aad open each term aad luadMuua aa aaay he r e afte r 
Ibytheeote — oadaaortgaao or treat dead actaaByeaacated (oad if than hi aay leilaai a 



■artaage or treat deed aa actwfly eaocated),tho wnrhwdgaoit RKPKMEKTt, WAKBAKTS. OUARANTBB8 aad IKSUR1S to. 
aeld beak the truth of all aad atogalar the foregatog atatiiaaiili. which an wafaretood to fam the bode far the prapeaad teaal 
aad an to be eanatraad to oaaaoetloB therewith aad n rotating to the eecarky adored rkenfar. 
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Betng **rt doty eworn.1 dopoot aad 
aaaat are true of ray owa koowlodaa. 



i ieaneeatatieae eoatatoed to t) 
Datadat 



My Comadaaoa fasin 



Figure 85: The first of these sections gives complete data regarding 
the crops and soil of the customer's land, together with some of the 
personal facts about himself and family. Notice also that a complete 
guaranty to safeguard the company in making the loan is appended. 
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The points covered doubtless will suggest to some bankers ways to 
improve their own loan forms. The third section shows how the bank 
still further insures itself against the possibility of loss, by complete 
statements of ownership signed and sworn to and a supporting affidavit. 
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This does not mean necessarily that it is unsafe to 
furnish a farmer funds to bujr an automobile. It does 
mean, however, that it is normally less safe to lend 
money for unproductive purposes, than to lend for 
increasing productivity. An example of credit wisely 
extended is shown in the treatment of livestock invest- 
ments in Chapter XIV. 

The banker also knows the necessity of keeping his 
funds liquid. He not only must draw his notes for 
short terms, but he must invest his funds so that they 
will be self-liquidating. A banker may have a case 
full of collectable notes and yet the safety of the bank 
may be imperiled because too many renewals are 
among the loans. There is the danger of being without 
f unds to reach out and support the young farmer or 
the new enterprise. When an extraordinary demand 
for funds arises or local conditions require heavy with- 
drawals, the maturing loans have to be renewed. 

The country banker, therefore, should be well fitted 
to judge the credit strength of the community because 
of his familiarity with the securities offered, and the 
potential ability of the borrower to repay the loan. 
The fact that the fanner owns his property or has a 
considerable equity in it, naturally enters into the 
problem of advancing him money. Yet, unless the 
borrower can produce crops and liquidate his loans at 
least once a year, he is not profitable to the bank 
because he has considerable money tied up and, in 
many instances, can settle only by giving a mortgage 
or by increasing the mortgages already existing and 
held by the bank. 

When the banker continues to renew these loans and 
carries them year after year, he has tied up money 
which he could use to advantage in building up the 
community or in developing a bigger list of customers. 
For that reason many bankers, investigation shows, 
look with favor on the amortization plan of the Joint 
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Stock Land Bank to finance the fanner over a long 
term. In fact, it appeals to them because it helps to 
finance some of their customers and enables the small 
commercial banker especially to continue making 
profitable short-term loans, which represent the bulk 
of the business in the country bank. 

HOW THE JOINT STOCK LAND BANK OPERATES TO THE 
BENEFIT OF THE COUNTRY BANKER 

Let us suppose, for example, that Asa Heath wants 
to borrow money on the long-time plan. He owns a 
farm worth $40,000. He has transacted all of his 
business with a bank of 850,000 capital and 8900,000 
deposits, has been a good customer for many years, 
has borrowed consistently, and has always repaid his 
loans promptly. He finds that he can buy a quarter 
section of land adjoining his farm, if he can get a loan 
of, say 815,000. He cannot secure this much at his 
bank, although, of course, it can arrange to furnish 
the money through outside sources or through a local 
investor. But even then, the retirement of a loan, 
after it is made, is a serious problem, because of the 
payments of the principal and interest. The amortiza- 
tion plan offers a solution, providing for repayment over 
a long period. 

When Heath files his application (Figure 84) for the 
815,000 loan with the Joint Stock Land Bank, the 
officers can tell at once from their records the probable 
value of the land to be mortgaged. They also know 
the amount they should lend on a farm of given acreage 
taking into consideration the farmer's reputation for 
meeting his obligations promptly. When the applica- 
tion comes in, the bank acknowledges its receipt, at 
the same time notif ying the prospective borrower that 
he must send in from his own bank a confidential 
report on a form like that shown in Figure 86. This 
deals with the value of the land and also with the finan- 
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CONFIDENTIAL REPORT 



rmST JOINT STOCK LAND BANK OF CHICAGO 
CHICAGO. ILLINOIS 
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Sa. What ia the heat aawoat borrower wfll agrarte accept? I 
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M. Wakh, faT cither, of theae ought to be aaodlaed iaordnrtobeatrictly tnw.aBdhow? BxpiaJa rally - 



Figure 86: A Joint Stock Land Bank will not pass on a loan applica- 
tion without first receiving from the borrower's home bank a report 
like the one shown here. This makes clear the personal standing of 
the applicant as well as the exact condition of the land appraised. 
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cial condition and reputation of the applicant. A 
request also is made that an abstract be forwarded, 
and when this is received, it is turned over to the 
bank's attorneys for preliminary inspection. 

The attorneys who pass on titles of land for loans 
of this character must be approved by the General 
Attorney of the Federal Land Bank District in which 
the Joint Stock Land Bank operates. If he finds that 
the borrower has a good title to the land, the Joint 
Stock Land Bank makes application to the Federal 
Loan Bureau at Washington for an appraiser to inspect 
the farm, unless the bank should have an appraiser 
already working in that vicinity. In that event it 
usually directs him to make the appraisement. But 
if no appraiser is working in the vicinity, the Fed&al 
Farm Loan Bureau will assign the nearest available 
government appraiser to value the farm. The Federal 
Farm Loan Board appoints these appraisers who are 
experts in farm land values. Certain of its appointees 
appraise the cheap or power lands fit only for grazing, 
while others get the figures for the rich corn lands. 

Upon receipt of the government appraiser's report 
(Insert V), the bank will have its own appraiser 
make an inspection for comparison, and verify the 
facts as presented in the owner's application arid the 
appraiser's report. Then if the bank finds the appli- 
cation to be satisfactory, it returns the abstract to the 
abstractor with notations for minor corrections, if any 
are necessary, and continuation. That official draws 
the papers to complete the loan and forwards them to 
the bank with which the farmer does business, with 
full instructions as to the methods of signing and 
acknowledgment. He instructs the banker, when the 
signature is attached to the paper, to forward the 
mortgage papers to the county recorder for register- 
ing, and to mail the signed note, the payment section 
of whiclTis shown in Figure 87, to the Joint Stock 
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Figure 87: This is one section of a farm loan bond issued by a Joint 
Stock Land Bank. It indicates the simple provision made for recording 
the instalment, special, and interest payments made by the borrower. 
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Figure 88: When the loan is fully made, the borrower signs this 
receipt to complete the bank's records. It checks up the transaction. 
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Land Bank, together with the borrower's receipt 
(Figure 88) and the receipt from the county recorder 
filed for record. 

If a prior mortgage is being paid off on the land, 
proper release for that must also be filed for record. 
The abstract is brought down, showing the recording 
of all instruments, and is left with the attorneys for 
the bank which issues a certificate showing that the 
mortgage as given is a first and valid lien on the premises 
described. When all the papers are in the hands of 
the Joint Stock Land Bank, the remittance is then 
made as directed by the borrower. 

INFLUENCES THAT CAUSE INTEREST RAT^S TO VARY 
IN DIFFERENT COMMUNITIES 

The borrower's only expense in arranging for this 
long-time loan is the fee and the government appraise- 
ment, revenue stamps, recording fees and abstracting, 
and the fee charged by the bank's attorney for de- 
termining the title. Investigation shows that rarely 
do all these fees exceed more than $15 or $20 for a 
loan. In addition, it is, of course, necessary for the 
borrower to compensate his local banker for carrying 
the loan while it is being closed. 

When the Joint Stock Land Bank receives the com- 
pleted papers, the information is entered upon forms 
approved by the Federal Farm Loan Board and is 
turned over to the registrar of the district, who is 
a government appointee. Copies of the original appli- 
cation, the appraiser's report, the certificate of title, 
the original note, and the recorded mortgage are for- 
warded to the registrar, together with the application 
for the bond. 

The general attorney, acting in behalf of the Fed- 
eral Land Bank District in which the Joint Stock 
Land Bank is located, inspects all the papers as well 
as the title. Upon his approval the registrar certifies 
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A loan or $1,000 at** mterest repayable fo 33 years by means of semi- ' 
annual instalments of $35.00, which includes interest and part of the principal 
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Figure 89: Tables like this make it easy for country bankers to 
compute long-term loans where they handle this sort of paper. The 
plan is valuable because it offers at first hand the figures necessary for 
all of the information. Complete data for each instalment is given. 

140 



Digitized by VjOOQ IC 



THE LONG-TERM LOAN 141 

to the Farm Loan Board that he finds the papers 
satisfactory, and he forwards the original papers, with 
the exception of the note and mortgage, to the Federal 
Farm Loan Bureau at Washington, where an official 
known as an inspector of securities, examines them 
again. If he approves them, the Federal Farm Loan 
Board acts upon the application for a bond issue, and 
if the action is favorable, the board instructs the regis- 
trar for the Federal Land Bank District, in which the 
Joint Stock Land Bank is located, to countersign and 
forward to it bonds of a certain series. The proper 
officers of the Joint Stock Land Bank then sign the 
bonds, affix the seal, and get them ready to sell to the 
investor. With these safeguards thrown about the 
loans, the bonds are backed by good, producing land 
conservatively valued. 

The fixing of the interest rate on the farm loan, 
whether large or small, is important, since the Joint 
Stock Land Bank not only compares rates in various 
sections of the country, but also considers local loan 
conditions, both rural and urban. Investigation in- 
dicated that for purchase money loans, the range 
of rate on farm loans was practically the same as on 
urban loans, 6% to 8J^%. It is worth while noting 
that the security and the cost of rural credit in the 
high-rate communities, such as Idaho or Wyoming, 
usually can be traced to the low standard of agricultural 
skill and soil production, uncertain land values, legal 
handicaps, and the like. 

Another consideration is that in any community, 
where different rates of interest prevail, the volume of 
loans outstanding cannot be ascertained without 
determining the rates of the total amount to the rate 
in each case. That is, rate means little unless it is 
hooked up with details. For example, even though 
70% of the farm loans in Iowa should have a rate of 
5%, since Iowa is a rich agricultural state, and of the 
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remaining 30%, one half should bear 6% and the 
other half 7%, the average for the state would be 6%. 
Yet this ( cannot be considered as a fair indication of 
the actual conditions because 70% of the loans carry 
less than 6%. Therefore, to know the actual condi- 
tions, it is necessary to determine the total amount of 
the loans carrying the different rates. 

Another important point in establishing the rates is 
the character of the loan carrying the rate. Investi- 
gation shows that second mortgages on city property 
in the most prosperous sections of the country bear 
10% and upward, the prevailing rate of interest includ- 
ing the discounts. 

It would not be unreasonable for a second mortgage 
on a farm to carry a similar rate. Still it would be mis- 
leading to include a rate of this kind in determining the 
real cost of first mortgage money in the same com- 
munity. Again, where a loan is made for from 60% 
to 70% of the value of the security, when 50% is 
usually the basis, the borrower must naturally pay a 
higher rate. And another important consideration is 
the size of the transaction. The man who borrows 
$200 to $500 often pays 7%, while, the customer who 
borrows $1,000 to $2,000 on a single mortgage gets a 
6% rate. It is obvious that unless a higher rate 
were charged for the smaller loans, they would have to 
be made at a distinct loss. 

Thus, when making loans to cover a long period, 
fixing the rate of interest high or low is merely of 
relative importance. For example, a farmer on land 
worth $200 an acre, where the interest rate is 5%, 
must charge against the gross income each year $10 
an acre interest. But the farmer on land worth 
$20 an acre, where the interest rate is 8%, must charge 
against each year's gross income $1.60 an acre, or 
$8.40 less than the farmer on the 5% land charges. 
This shows substantially that the farmer on the 8% 
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THE OLD PLAN 
The farmer borrows $20,000 at 6% interest, renewing the loan 
every five years. Every time he renews he pays for the abstract- 
ing, the recording, the commission, and the like. The interest is 
SI ,200 a year. In 33 years the interest alone amounts to $39,600 
and he still owes the principal, $20,000. The principal and in- 
terest amount to $59,600. 

THE NEW PLAN 
The farmer borrows $20,000 on the amortization plan, author- 
ized by the Federal Farm Loan Act. To amortize is to "kill off. " 
This means that the mortgage pays out by the time it matures. 
As shown in the table on the next page, he pays $700 every six 
months, for 32J/£ years, and then six months later he pays $584.60. 
This totals $46,084.60. 

THE OLD PLAN— Summary 

Interest on $20,000 at 6% for 33 years $39,600.00 

Principal still unpaid 20,000.00 

Total $59,600.00 

THE NEW PLAN— Summary 
Sixty-five payments of $700 and one payment of $584.60 $46,084.60 
You save on a $20,000 loan, were the principal paid under 
the old plan $13,515.40 

This comparison of the old and the new plans for long-time farm loans 
illustrates what a farmer borrowing according to the illustration would save 
by taking advantage of the Joint Bank's cooperation. Note thai under 
the new plan the farmer would save $18,616.40 on a loan of $20,000 at 
6% for 88 years. At the same time the country banker gains the advan- 
tage of having his funds free to lend out for temporary needs, which en- 
ables him still to accommodate the farmer and also turn his money 
quicker, with a resulting increased profit. 



land is paying a much lower rate of interest than the 
fanner on the 5% land. How the interest works out 
for a 6% loan is illustrated by the table in Figure 89. 
The rate reflects the quality of the security. Inves- 
tigation indicates that practically all of the difficulties 
and losses incurred in farm mortgages can be traced to 
placing loans in new and untried communities. 
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The importance of kriowing the strength of your 
community in making loans will be discussed in the 
following chapter. Here, however, has been suggested 
the way the Farm Loan Act meets the needs of both 
the banker and the farmer — enabling the one to use 
all his funds for short-time loans and to extend every- 
day help to the borrower, and affording the other the 
opportunities to obtain funds over long-term periods 
without inconvenience. 
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CHAPTER XI 
HOW TO JUDGE A FARM'S EARNINGS 

FOR exactly the same reason that he requires from 
merchants and manufacturers a financial state- 
ment to indicate the risk, the earnings, and the 
financial details of each business, the banker wants to 
know from his farmer customers the earnings, the 
risks, and the other important details of their farms. 

Other factors being equal, the rate of interest in 
rural credit may be an index to the safety of farming 
in any particular district. In other words, the banker 
may find that the lowest rate is current where farming 
is carried on at the least risk. High rates often attend 
the lending of money in communities where the ele- 
ment of safety is somewhat lacking. This may be true 
of farms, growing almost exclusively one crop, with an 
insufficient amount of food and feed supplies needed to 
keep the family and the live stock going. 

The owner of a food, feed, and cotton farm, receiving 
8 and 10 cents a pound respectively for cotton, is safer 
by a margin of $204.78 and $138.08 than the owner of 
the all-cotton farm, and he therefore has a better 
basis for bank credit. 

Since farming is purely local, the annual investment 
cannot be divided as to place, but can be divided as to 
crops. Therefore, progressive bankers try to persuade 
each fanner to divide his crops wisely, where possible, 
during the period of the loan. Unquestionably, this 
will give greater protection to the paper. A sufficient 
production of food and feed crop should be assured. 
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However, the amount of land that is given over to 
one crop should not, it has been estimated, exeeed 
50% of the cultivated land. 

For a farmer to plant all of his ground in one crop, 
whether it be tobacco, wheat, corn, cotton, or any other 
one crop, is usually considered risky for credit and 
uncertain for security to meet bank requirements. 

All one-crop farming, investigation indicates, impov- 
erishes the fertility of the land, lessens the total crop 
yield for meeting payments, and increases the hazards 
of drought, of too much moisture, and the ravages of 
insects and disease. Hence, the land of security may 
be so reduced by one-crop farming that the property 
would not sell for enough to make the loan payments. 

Therefore, considered from any angle, this subject, 
dealing with the capacity of a farm to earn a suitable 
and an assured profit, is highly important to the banker, 
whether in connection with short-time or long-time 
farm loans. In making a long-time loan, 50% of the 
appraised value of the land might be at the time an 
ample margin of security, but the question is, will it be 
ample in 10 or 20 years if unwise farming is permitted? 
If safe methods are guaranteed when the loan is nego- 
tiated, the security naturally increases in value instead 
of declining. The fertility or yield of the soil increases 
and the payments are correspondingly sure as they 
come due. Therefore, the banker and farmer both 
benefit by the "safety" requirement. Not only that, 
but the probable earnings can be more nearly estimated. 

The question naturally arises: Would the total 
percentage of production of any crop now grown on 
more than 50% of the farm land in a one-crop country, 
say potatoes, be diminished if only 50% of the culti- 
vated land be grown in potatoes? Investigation 
indicated that half the acres now farmed, if fanned 
better, and manured better, on the basis of safe farm- 
ing, would produce as many or more potatoes and a 
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more stable annual crop. The banker would, there- 
fore, find it easier to finance the borrower. 

In order to determine more accurately the facta 
regarding crops, a Texas bank uses a crop credit sheet 
(Figure 90) which all applicants for farms loans are 
asked to fill out. This statement indicates whether 
the farmer is doing safe farming or unsafe farming. 
In addition to blank spaces for assets and liabilities, it 
has blanks for a detailed statement of the various crops, 
for the number of acres grown, as well as space for 
other crop data. From these facts is determined the 
safety of the fanning system by the rule printed on the 
statement sheet as follows: 

"Safe farming for liquidating a loan is had when the 
cultivated land of the farm, planted in one crop, does 
not exceed 50%, or, when sufficient acres of the farm, 
as shown by a crop rate sheet, are planted in food and 
feed crops, with provision made for the necessary 
poultry, milk, cows, and hogs to supply the family and 
stock on the farm with food and feed, and to maintain 
the soil, and the balance of the cultivated land planted 
in crops for market, or for feeding stock for market. 11 

If the information supplied by the borrower com- 
plies with this rule, it may be safely concluded that he 
will be able to liquidate a loan made for production 
purposes as it comes due. This crop statement supplies 
the same essential financial data that the bank requires 
of the merchant. It also allows the banker easily to 
point out to the applicant any unwise feature of his 
farming methods. 

In Figure 91, for example, is given an illustration of 
the use of the crop rate sheet. Farm number 1 is con- 
ducted according to the rules for safe farming; farm 
number 2 is run contrary to the rule, and this unsafe 
farming is frequently the custom throughout the cotton 
districts of the southern states. Both farms are unit 
farms — that is, each contains 40 acres in cultivated 
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Figure 90: These two pages show what practically amounts to a crop 
credit sheet form used by a western bank to get all the facts about a 
farmer borrower's crops and financial standing. While the first page 
is made up like a financial statement, it ia so simply worded that the 
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crop prior to gatanring t 

m par acre far barssstlng >~ 



Bushels Bushels Bushels Tons 



STATEMENT OP FARMING OPERATIONS. OR'CROPPINC SYSTEM. 



■ Is located emere. 



Number of people Mvmg on farm. 
1 am to pay as root 



.Number of acre) to bt cultivated— 
-Farai b o om e d by 



Crape end S to ck to be Produced 



Aawkkonwe. 



MMkvUijCa 



AMtoHMUtML. 



NOTE. The character of the Creppesg Sys tem of a farm baalaem bee a credit vahw of the highest Importance 
i both the former and the leader; and ae f a m o n g is the a nnu al investing of capital and labor at one place, safety 
a other Im mm in. that oB the capital or ' * ■- ° 



il and labor be ant umsted In one thing, or la the production of 



In order that farnung Bscraamas amy be conducted on a asm and proitable bans every year. drveruUkatko is 
abeotately n inn ■it Every farmer 180001 raJee enough poultry, horn, mUk cone, vegetables and fruit to supply 
the family with ascot of their aeceamry mod. A ■u flkJaat aumber of acre* ihoiild be planted ia feed crops to foal 
th«MorAontherarmorwfo»doU>chlortheamrb8t.irdeaWdi pott of the land should be planted In mod crops for 
■ ia other crops. BUT NOT MORS THAN »% OP THB CULTIVATED LAND 



SHOULD BE PLANTED IN ONE CHOP. Such a pma should enable the farmer to pay bis debts promptly ovary 
"rfori" 



former finds little difficulty in filling it out satisfactorily. On the 
r e vers e side are spaces carefully arranged to enable the customer to 
list completely all the facts regarding his property, his live stock, ma- 
chinery, average yield, including the division of his crops, and so on. 
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area, each farmed by families of five members, with the 
help of two work horses. 

Now, on farm number 2, cotton is planted entirely. 
Figuring the crop on the basis of one third bale to the 
acre, at 8 cents a pound, this farm has an income of 
$460; at 10 cents, $560. - 

The number 1 food, feed, and cotton farm, yielding 
one third of a bale to the acre, at 8 cents a pound, has 
an income of $664.78; at 10 cents a pound, $698.08. 
This fact is, as one may see at a glance, mighty im- 
portant for the banker to know. 

HOW LAND IS APPRAISED TO DETERMINE ITS OWNER'S 
BORROWING CAPACITY 

The gross income of these two kinds of farming — safe 
and unsafe — show that one is safe and profitable regard- 
less of the price of cotton, whereas the other is unsafe 
whatever the price of cotton, and does not equal the 
other in income until the product has reached a point 
where it sells for 15 cents a pound. 

Consequently, farm number 1 is so safe that the 
operator can borrow at the bank the money he needs 
for his crop production — whether he be owner or renter 
— and pay cash for implements or other supplies. He 
can borrow at his pleasure, can buy with cash at a 
lower price and get more for his money. 

The all-cotton fanner, however, has his food and feed 
to buy for his family and stock, and if he pays cash out 
of his cotton crop for the food and feed that the other 
farmer grew on his fann, then the all-cotton farmer 
should be charged with these food and feed crops and 
the other fanner credited with them at the higher price 
the merchant charges. 

The earning power of the land is therefore a large 
factor in determining the size of the loan, although 
many of the smaller bankers, investigation indicated, 
based their appraisals on little more than opinions or 
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guesses. Inasmuch as there is usually a security mar- 
gin of 60% to 60% over the amount of the loan, with 
only meager competition in lending, and steadily 
increasing land values, bankers are nearly always 
willing to rest their judgment on their broad general 
knowledge of the territory or on casual observation. 

With the change that accompanied the enactment 
of the Federal Farm Loan Act and the incorporation 
of the Joint Stock Land Banks, as described in Chapter 
X, bankers face a new problem requiring definite and 
systematic control. 

Under the old method of appraisal, when inspectors 
visited the land to be mortgaged, there was seldom any 
direct effort to find out exactly the earnings of the 
farm. This naturally resulted sometimes in establish- 
ing soggy valuations, and while the lenders were usually 
protected on account of the big margin already men- 
tioned, the size of the loan was nevertheless governed 
by unsound practice. 

Figure 92, for example, shows the wide difference of 
opinion among appraisers whose judgment of farms 
was based largely on guesswork. This tabulation 
embraces seven farms where farm loans were made, 
and where later the earning capacity appraisals were 
taken. After this, four experienced farm loan men, 
who were without information as to the earning capac- 
ity results, ranked each loan according to its relative 
desirability. These four appraisers had presumably a 
broad knowledge concerning the seven farms that were 
mortgaged, yet it is interesting to note that in ranking 
their value they differed sharply. When the reports 
of these appraisers were filed, the bank which made the 
loans recognized the absolute necessity of working out 
a plan that would show at a glance the earning ca- 
pacity of each farm. 

"We selected certain regions for loan territory, 9 ' said 
this banker, "and then proceeded to establish values 
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INCOME OF THE FOOD, FEED, AND COTTON FARM 

1,000 lbs. hogs at 7c (fed 100 bu. corn, deducted below) . $ 70.00 
50 laying hens, fed 40 bu. corn, each hen produces 6 do*. 

eggs per year at 15c, 90c each hen 45.00 

(Price of corn deducted below.) 

. 100 young chickens raised, 20c 20.00 

2 cows, 1 constantly in milk, % M>- butter daily — 273 

lbs. butter at 20c 54.60 

2 gallons buttermilk daily at 5c gallon 36.50 

(Fed 6 tons hay and 2 tons cotton seed, price 
deducted below.) 

2 calves raised 20.00 

1 acre of fresh vegetables in succession, and for canning 

worked by the plow 75.00 

12 acres cowpeas in corn for food and feed, 4 bu. acre 

—48 bu., at $1.00 bu. . 48.00 

Va acre sweet potatoes — 80 bu. acre — 20 bu. at 50c — 10.00 
% acre syrup — 100 gals, per acre — 25 gals., at 50c . . . 12.50 
12 acres pumpkins and cushaws planted in corn for 

food for man, hogs, cows and horses 10.00 

5 acres sorghum* 12% tons, 2% tons to the acre, at 

$8 ton 100.00 

12 acres corn stover, corn cut and shocked as soon as 

mature — as is done in the North— 4 tons feed at $6 24.00 
The poultry gets a Urge part of the food from 
waste of the kitchen and barn lot, and does not 
need all the 40 bu. corn charged to it. 

100 bu. corn will feed the two mules, at 70c bu 70.00 

40 bu. corn fed the poultry at 70c 28.00 

100 bu. corn fed the pigs for pork at 70c 70.00 

Total 240 bu. corn grown on 12 acres — 20 bu. acre $693.60 

Deduct 40 bu. corn fed poultry $28.00 

Deduct 100 bu. corn fed hogs 70.00 

Deduct 6 tons hay fed cows 48.00 

Deduct 2 tons cotton seed fed 2 cows 36.00 18200 

$511.60 
Cotton crop at 8c lb. — 
6.66 bales cotton from 20 acres, less rent, V4 

acre, 3.33 bales, leaving 3.33 bales at 8c. .$133.20 

Seed, less ginning as above 19.98 153.18 _ 

At 8c for cotton, the income from food, feed 

and cotton farm $664.78 



Figure 91: "The banker has a right to find out what the fanner la 
planting before he grants him a loan, with a harvest as security/ 9 said 
the banker who carried out this plan. These crops sheets visualise the 
ftioi^ni possibilities of two 40-acre farms, each worked by families of 
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FARM RATE SHEET 

Name. .' •» •• 

Number in Family 

Postoffice 

Route 

POOD CROPS 

No. of pigs and weight. . . .4 pigt for- 1»000 pounds of pork 
No. laying hens .50 laying hens or equivalent in 

other poultry 

No. milk cows 2 cows, one in milk constantly 

Area in vegetable garden.,. 1 acre for constant supply fresh:. 

vegetable and canning 
Cowpeas and other beans. . .To be grown in corn 

Area sweet potatoes % acre 

Area for syrup '.....% acre sorghum or sugar cane 

Pumpkins and cushaws. ... To be planted in corn for good food 

and feed 
Pasture 1% acres pasture. For winter 

pasture sow a grain between. 

the cotton rows 

FSED CROPS 
Acres corn with cowpeas, 

corn shocked 240 bu. on 12 acres, at 20 bu. per 

acre; 48 bu. cowpeas, at 4 bu. 
per acre; corn stover, 4 tons 

Acres in hay crops. . . 12% tons, 5 acres sorghum, Sudan 

or other hay 
Total acres food and feed. . .20 acre* 

MONEY OR MARKET CROPS 

Acres in cotton 20 acres 

Acres in oats, wheat or other crops 

Number steers, sheep or hogs 

THE INCOME OF THE ALL-COTTON FARM 
40 acres cotton, \i bale, at 8c, 13.33 bales, less 3.33 

bales rent $400.00 

Seed, after deducting $3 ginning, 1,000 lbs. at $18, $6 

bale left W.M, 

Total value of cotton crop of all-cotton farm at 8c . . $460.00 



five members, with the help of two work horses. The first plan is 
operated along safe principles, that is, not more than 50% of the entire 
cultivated acreage is given over to one crop, while the second involves 
a risk, the entire cultivated farm acreage being planted in one crop. 
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TABLE OF FARM APPRAISALS 
Farm Sire Apfrakwd % of Ban*** At 

Capacity Rank 

$3709 6 

16-1% 

'"U * 

tM i>% * 

' 1..% * 



Mo. Aexw 


Vahw 


Value 


1 270 


20.950 


38.0% 


2 200 


25.000 


40.0% 


1 05 


9.222 


43.4% 


4 212 


21.520 


46.5% 


5 109 


11.165 


40.3% 


160 


10.400 


43.5% 


f 40 


3.250 


30.2% 



Figure 92: This table, based on experienced appraisements, furnished 
one banker a record of seven farms which he could analyze at a glance. 



To the Turn Loan Officer* 

Concerning the country and lsmsdiate region in which the farm described 
on the opposite tide is looatad, we make the- following eoBmentes 



3 or L lone Detw Acre*. Amount Location 

8 I.D.S. to B.S. 9-8-18 40 #80 par A 26-51-15 

8 F.H.O. to W.P.G. 4-14-18 60 80 • • 27-91-15 

8 J.BJt. to J.CB. 1-16-18 160 16 • • 32-51-13 

10 have no loana in thia aoll region. 

Soil and Topography 

Oar data indioataa that 76 aoraa of tha upland aoll on thia place la 
Xlndley* Thia la a light brown to gray loan 5 to 6 lnchaa in depth 
with aoma glacial gravel* The aoll ranks so* 21 on a baaia of 29 divi- 
sion* for tho etate and la not an acceptable eoil upon which to lend un- 
less it la In connection with a large portion of aoae better type of 
aoll* The 4 acres of bottom soil nay be Wabash, which ranks lo. 5 for 
the state, and la a highly desirable aoll upon which to lend* 

Drainage and Levee tfel&nd - drainage excessive 

Race County Remarks* 

Value land 46 The indica tions are that west of 
Lsproved acres 119 this soil is of the Lindley type and before 
Value buildings 99 ovaml nation la smds, further correspondence 
Value all ahould determine that this la an outstanding- 
property V860 iy good ram for the region*. 
Total receipts 100T 

Crop average 191T Follow-up oarda . 

Corn 81 28 ftioloeed Ipnj^. Tory truly yours, 

& zl Weld Division, 

By 8.QJD. 



Figure 93: Here is a report from a field inspector which helps one 
banker to pass on loans. It covers an unacceptable loan, giving impor- 
tant information; an acceptable one is reported on in a similar way. 
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on the basis of black and white facts in order to reduce 
bur hazard and at the same time secure accurate and 
safe appraisals. First) we found it necessary to deter- 
mine how poor or inferior a region might be and still 
be considered safe territory." 

In order to determine how far down the scale it was 
advisable to go for loan regions, the bank considered 
several points as follows: 

1. Fluctuations in land values more nearly follow a 
flat dollar-an-acre basis than a percentage basis. For 
example, if some general cause should make $100-an- 
acre land decrease $10 an acre, this same amount 
would probably go off the $50 land in the same region. 
In the first instance 10% of the value would be lost, in 
the second 20%. This places the greater hazard on 
the cheap land. The term " cheap land " refers to lands 
that have been settled long enough to have their agri- 
culture thoroughly established, but despite this still 
remain low in price. 

To get at the actual facts, this bank studied land 
values for all the states of the union, beginning with 
1850. In the 16 states showing the most severe 
declines in land values from 1850 to 1910, the bank 
found that land valued at $30 an acre and over, suf- 
fered an average loss of 13%, while that which was 
valued at $30 an acre and less, lost 40% of its value. 

2. Tie rate of "turtapver," that is, the number of 
buyers for cheap land, is much lower than the rate for 
high-priced land. This, for example, is shown by the 
fact that in many good sections of Iowa, where values 
are exceptionally high, land to be sold in settling 
estates, foreclosures, or properties to be disposed of 
outright, are sold at auction. Prices thus obtained by 
this procedure are for the most part entirely satis- 
factory. This practice is not usually followed in dis- 
posing of parcels of poor land. 
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3. Profits from operating cheap land are generally 
small or are entirely lacking because production is 
lower, and the cost of farm equipment, the farm oper- 
ations, and the prices for farm products are seldom if 
ever based on the price of the land or on the cost of 
production, but they are practically alike for all farms 
within a given region. 

4. Cn cheap land the relative investment in non- 
productive equipment, sue? as houses, barns, machin- 
ery, and work stock, is greater than on high-priced land- 
In one of the better counties of Missouri, which is 
typical, the average value of improvements on each 
farm is $1,998, 8.7% of the farmer's capital being thus 
invested. He has on the average $388 worth of imple- 
ments, which is 1.7% of his investment. In one of the 
poorer — not the poorest — counties, the average value 
of farm improvements is $312, which is 15.3% of the 
total investment, and the machinery on each farm is 
worth only $74, or $3.6% of the investment. 

5. Cheap lands support poorer and fewer roads, 
railroads, and cities; hence marketing facilities are 
poorer and costs greater. 

' 6. The cheap lands have fewer and poorer schools 
and churches, but they cost the individual more. In 
one school district, for example, the land is good and 
comparatively productive, as the assessed valuation of 
$138,560 shows. Across the road from this district is 
another in which the land is poorer, for its assessed 
valuation is only $25,065. Let us see what it means to 
live in one or the other of these districts: 



District 
Number 


Valuation 


* Levy 
Assessment 


Months of 
School 


49 
50 


$138,560 
25,065 


$0.30 
0.65 


8 
5 



• This is what it costs each farmer in taxes for every $100 unit of valuation in 
his property. 
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District Teachers' Value of Value of 

Number Salary Building Equipment 

49 S50 91,200 $300 

50 40 400 200 

7. Loans average smaller on cheap land, and the 
percentage of acceptable ones is less, while the cost of 
making them is, of course, the same; therefore, pro- 
fits for the banker are less. 

8. Farm products are not as great on cheap lands; 
hence interest payments are not as certain, and there- 
fore the risk to the banker or lending company is in- 
creased considerably. 

9. Cheap land deteriorates much more rapidly, with 
the same degree of misuse, than does high-priced land, 
hence there is a greater tendency to completely abandon 
the cheaper lands. 

10. The margin of safety, or protection in dollars 
per acre, is less on cheap land than on high-priced land 
and this margin decreases in direct ratio to the decrease 
in the value of the land. 

If, for example, a $50 loan is made on land valued at 
$100, there is & margin of protection of 50%, which 
amounts to $50 an acre. If $20 an acre is loaned on 
$40 land, the same percentage of protection is obtained, 
but only $20 an acre remains as a safety factor. This 
is only 40% of the margin in the first case. One should 
view the significance of this statement in the light of the 
fluctuation of land values. 

11. Investigation indicated that figures taken by 
experienced loan men show that it takes about 70% of 
an average $1,000 loan to cover all foreclosure costs 
and bring the loan back to a producing investment. 

"Experience with collections upon farm land mort- 
gages averaging $1,000 each," says a Kansas banker, 
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"shows that the cash advance usually required to 
finance a default through to a judicial sale, and to place 
the purchaser in a position to receive an income, will, 
in all the states where there is in force a stay or an 
exemption law, average, in terms of crop season years 
at 5% a year, as follows: 

Average period of default before collection proceedings begin 

Uyear) 5% 

Average period of court proceedings before judgment (1 year) 5% 

Average period of stay, redemption, and sale (1 year) 5% 

Percentage of attorney's fees and costs, in proportion to 

total amount of loan 15% 

Costs of repairs to procure a competent tenant 15% 

One year period after possession before an income is assured 5% 

Taxes, four years — rate of 5% a year on principal of loan. . 20% 

Total percentage of delinquency to principal of loan 70% 

Stated in dollars, the capital required to finance a 
default is $700 per $1,000 in default. 

Take for example a 100-acre f ann, worth $40 an acre : 
the maximum loan would probably be $1,500 to $2,000. 
If foreclosure expenses were about 50% of the loan, it 
would leave an equity, above the loan and expenses, of 
$1,750 to $1,000 or $17.50 to $10 an acre, which is the 
margin desired to cover all possible losses of buildings, 
decline due to forced sale, and faults of appraisement. 

After the banker determines where his loan territory 
shall be, the next problem is to find out minimum values 
that will be considered safe. Let us consider now how 
the bank surveys a state when it is on the lookout for 
loan regions with a future. The first step is to get a 
clear view of the entire region and this is done by means 
of trial data, based upon an initial study of the terri- 
tory. The following tabulation, based upon trial data, 
for instance, shows that county A is one of the best, 
that county B is one of the poor although acceptable 
ones, and that county C is one that was finally elim- 
inated after the examination: 
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County A County B County C 

Value of land per acre $79.79 $43.06 $12.55 

Acres per farm 152 126 129 

Improved acres per farm 141 109 59 

Value of buildings per farm $1,707 $1,011 $440 

Percentage of investment 10.5% 12.8% 16.2% 

Total value of all property per 

farm $16,272 $7,903 $2,714 

Thus, the farms in county A are worth nearly twice 
as much as in county B and six times as much as in C. 

The difference in the number of acres in each is not 
great, but the contrast in improved acres is decidedly 
marked. The farmers of county A own and pay 
interest on only 11 unimproved acres, or 7%, while 
those of county C average 70 unproductive acres each, 
which represents 54% of their land. This disadvantage 
is serious. In each instance it represents practically 
$878, 5% of A's capital, but 32% of C's. 

With this information before him, the banker is ready 
to begin a personal inspection of the prospective loan 
regions. When he undertakes the field trip, he is able, 
by previous study, to throw o\it all undesirable sections. 
He also has a more definite idea of what to find on his 
trip, since he has, of course no reason for traveling 
from "pillar to post." 

An instance will show the advantage of this plan* 
On his first investigation in one county a banker was 
accompanied by another banker and a farm loan man, 
both of whom were familiar with the territory. Pre- 
vious studies had shown him that a certain section of 
the county lay under water for a season every year 
and that another portion was supposed to be a white 
clay deposit and water-soaked soil. Without display- 
ing any knowledge of these conditions, or directly 
asking about them, the banker tried to get some 
volunteered information. He missed his aim. Finally 
he asked some direct questions and said he wanted to 
gee these sections. His insistence brought forth from 
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STATE RANK l a. on 10 Division basis 
STATB RANK 1 on 29 Division basis 
SOIL NAMB Marshall 

1. KIND Silt loss — upland 

2. COLOR Blaok 

3. DEPTH 15 to 22 inches 

4. SUBSOIL Dark brown silty clay loss, ooaparatlvely porous, aliasing 

exoelleat drainage 

5. TOPOGRAPHY Gently rolling 

6. DRAINAGE AND OVERFLOW fell drained 

7. DROUOHT RESISTANCE Very high drought reslstanos *est la state 
S, YIELDS. CORN; Range 40 to 80, Aug. 56 bu* 

WHEAT; Range 18 to 30. Aug. 22 bu. 
OATS; Range 15 to 60, Aug. 50 bu. 
Clover and alfalfa do fine 

9. CROPS ADAPTED All field orops including alfalfa; and it is also 

an excellent fruit soil 

10. TIMBER Prairie 

1L 8TRONO FEATURES High fertility, good surface drainage and easily 

cultivated 
13. WEAK FEATURES No outstanding- Occasionally, seepy spots sill be 

found lit son* fields 
13. RANOB OF VALUES S100 to $250 
M. LOCATION Atchison, Nodaway, Clinton. Saline: principally aortassst 

Missouri 

15. REMARKS Missouri's best upland soil type 

16. SOIL FERTILITY Nitrogen Phosphorous Potassiua Lias Rsq* 

Stand toil 5,000 lbs- 2.000 lbs. 30,000 lbs. 

ManhaUioa 3.683 lbs.* 1.674 lbs. 33.720 lbs 3,815 lbs. 

MenhaJ] tubooil 1.866 lbs. 1.548 lbs 33.409 lbs. 2.637 Isjcv 



Description sad naaiifitsflon 
Fidd DWie5os 



Figure 94: One bank always obtains this sort of description of any 
property offered as security for loans. In this way sufficient protec- 
tion is practically assured for this or for almost any other bank which 
adopts the plan because each farm is appraised exactly and scientifically. 
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his companions a frank confession of actual conditions 
and he naturally found himself talking with them on 
a basis of absolute candor and confidence. 

After the preliminary study and the first field investi- 
gation have been finished, another one is made, its 
results being final. Practical farm loan men also 
usually ask about the personal side of a loan. This is 
often a hard question to answer, although important. 

The best insight into a man's ability) from a loan 
standpoint, is a study of his business methods, and their 
results. Successful farmers, for instance, follow certain 
well-defined principles of agriculture. The average 
figures of earnings for each county show what farm 
management conditions exist there, so when investiga- 
tion proved, for example, that the farms of three 
counties were getting results as indicated below, the 
banker who gathered the figures naturally felt that 
their farm management ability compared closely to the 
conditions brought out by the trial data, and that 
county A was highly satisfactory, county B barely 
acceptable, and county C unacceptable. 

County A County B County C 
Productive work days on each 

farm 252 219 103 

Average yield of corn for 10 years, 

1906-1915, in bushels 32 22 23 

Average yield of wheat for 10 

yeare, 1906-1915, in bushels... 17 15 11 

Average yield of oats for 10 years, 

1906-1915, in bushels 29 22 20 

Percentage of time corn raised at 

aloss 10% 70% 50% 

Percentage of time wheat raised 

at aloss 10% 30% 70% 

Percentage of time oats raised at 

aloss 40% 70% 90% 

Amount actually received for 

every $100 worth of feed fed to 

livestock $143 $109 $89 
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Total farm income $2,500 $902 $244 

Total farm expenses $726 $311 $86 

Amount left for the farmer's labor 
after paying 5% on his invest- 
ment $1,044 $270 $142 

These figures are taken merely as an example to 
show a few of the points considered in this kind of test. 

After all the investigations and tests are completed, 
the facte are set forth in a report, which goes to the 
officers of the bank, who then decide as to the local- 
ities to be selected as loan territory. 

The experience of this bank shows that thorough 
previous investigation is nearly half of the individual 
appraisal, and further, that most of the data gathered 
in these tests throws light on each individual loan. 

MAKING SURE THAT THE FARM LOAN OFFICER 
GETS ALL THE NECESSARY FACTS 

When an application is received, it is checked in, 
then passed to the field division. In Figure 93 is shown 
information that helps the appraisers, illustrating an 
apparently unacceptable loan. This information is 
addressed to the farm loan officer. After he looks into 
it, he decides whether the examination shall be made. 
If it is to be made, he turns over this report and on 
the other side fills in a blank directing the proper 
appraiser to make the examination. When the field 
man gets this form, it is easy to understand, and he 
proceeds with his examination on a basis of unbiased 
fact. He notes what the actual farm Bales and pre- 
vious farm loans have been in the neighborhood. 

A statement describing the quality and the grade 
of the soil in the state is shown, as well as one showing 
just how rough and broken or how level it may be. 
If the farm is subject to overflow, is behind a levee, 
is in a drainage district, or was under water, these 
facts are brought out in Figure 94. 
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By giving this advance information to the field 
men, they know, with no small degree of certainty, 
the conditions actually surrounding each farm in* 
spected. They are not led astray either by any opti- 
mistic agent or by a borrower who is intentionally 
endeavoring to mislead or deceive. 

Each field man is "master of ceremonies." He is 
equipped with a map of the county, so that he will 
have no doubt as to the location of the farm he is to 
inspect, a soil auger for examining the subsoil, and 
a camera for making photographs of the improvements. 

Whenever an applicant agrees to make certain 
changes or additions after the loan is completed, he 
fills out a follow-up card stating just what he proposes 
to do, and when. This is kept on file until another 
loan is to be inspected near by; then the field man 
takes the follow-up card and, as he passes the farm in 
question, he stops to check up on the farmer's promises. 

Here then you have the methods employed by pro- 
gressive bankers to ascertain farm earnings and to 
find out to a reasonable certainty the day-to-day 
history of the borrower, just as you do of the merchant 
around the corner. 
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CHAPTER XH 
INCREASING THE FARMER'S BORROWING POWER 

WITHIN five years after the Bank of North Lake, 
North Lake, Wisconsin, opened, its deposits 
increased from $96,025.37 to $302,439.72. This 
growth is especially significant since the bank is located 
in a town of only 150 people and depends almost 
entirely on the patronage of farmers. There are 
several larger banks in the territory which create sharp 
competition. "Advertising and Service," a volume of 
the Shaw Banking Series, of which this book also is 
one, tells how this bank attracts new business in 
general. It is worth while considering here the specific 
methods that have helped it gain the recognition and 
business of rural borrowers. 

As already indicated in Chapter XI, a scientific 
appraisal of the farm, its products, and their "dollars 
and cents" returns, is a protection to the bank which 
lends money as well as a benefit to the borrower, who 
thus learns definite methods for increasing his profits. 
Realizing the value of this knowledge, the directors of 
the North Lake bank decided to provide the farmers 
in its immediate territory with a specific plan for im- 
proving their methods of farming. 

First, a free course in farming, like that described in 
the volume on advertising and service, was given 
under the direction of a professor from the state agri- 
cultural college. The outgrowth of this course was 
the organization of the North Lake Farm Manage- 
ment Club in which 22 farmers, stimulated by the 
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encouragement of the bank, banded together for the 
purpose of studying business management in fanning. 

The members agreed to take a complete inventory 
of their farm property, showing how they stood both 
at the beginning and at the end of the year, and to 
keep a record of all their financial transactions for 
the benefit of the bank as well as for their own guid- 
ance. At the end of the year they summarized their 
account books and turned them over to the professors 
at the college of agriculture who checked and tabu- 
lated the data. Of the 22 members who started to 
keep accounts with the assistance of the bank, 20 com- 
pleted their records. A demonstration of the products 
on these 20 farms was then held with the cooperation 
of the bank. 

"We found that an understanding of the conditions 
on our farm helped lis to pick out our weak and strong 
spots," said one fanner who was a big borrower. "We 
also found that by conducting our affairs in a systematic 
way, the bank could more easily extend us accommoda- 
tion. We are not only making more money, but we 
are finding it simpler to finance ourselves." 

Naturally this development boosted the business of 
the bank and made its lending more satisfactory and 
profitable. It is, therefore, not enough for the banker 
in the rural community to be at his desk from 9 a. m. 
to 3 or 4 p. m. He has a chance to be the farmer's 
chief financial adviser by studying his problems just 
as this North Lake banker has done. 

As a matter of fact, one of the most promising and 
logical means of bringing about cooperation, investi- 
gation showed, is for the banker to encourage and 
assist the farmer in keeping his accounts. This helps 
the farmer to conduct his business according to busi- 
ness methods and it enables the banker to pass better 
judgment on the financial needs and investments of 
the rural borrower. 
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The farmer should not be granted loans merely 
because he has sufficient security, but because he and 
the banker have foreseen that the investment will be 
profitable. This means greater satisfaction to the 
farmer and greater business for the bank. If the 
banker can sit down with the fanner and study the 
results on the farm for a year, as shown by the f aimer's 
record (Figure 95), both will see the weak and strong 
features of the year's business and together they can 
tell where to make future investments that will bring 
the largest returns. There is, of course, no reason 
for making further investments in the class of cattle 
now owned if their feed and care results in a loss. 

The experience of the Wisconsin bank indicates that 
this type of work not only helps the farmer, but brings 
the bank more business. While the results of one year 
cannot be taken as a criterion, many of the men in 
this farm management club increased their banking 
business from 10 to 25% during the first year, and 
the banker, therefore, is well rewarded. 

In the last three years the bank has added from 125 
to 140 new accounts, including checking and savings 
accounts, and certificates of deposits. These amount 
to about 25% of the increased business. 

Let us turn now to the methods employed by this 
bank in extending its lending field. The bank makes 
its first appeal by calling interested farmers together 
in a meeting and explaining the plan already outlined. 
This can be done in any bank by someone who under- 
stands the problems of the farmer and knows the finan- 
cial questions involved. At* the close of the meeting 
the leader distributes statements like those shown in 
the volume on advertising and service. The farmer uses 
these for his inventory and financial accounts. These 
reports are made out annually and returned far enough 
in advance for a designated authority to check the 
records and figure out a factor sheet, like that shown 
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EFFICIENCY FACTORS 




Ardmore County 






FACTORS 


Your 
fara 


North 

Lake area 

18 farms 


County 

average 

1917 

35 farms 


County 
average 
past 4 years 
79 farms 


Labor income 




$1,025.14 


$1,460.63 


$1,672.42 


1SIZB OF BUSINESS 










Size of fan in acres. 




145.3 


144 




Total capital. ........ 




t26.033.80 


$23,812.40 


$27,777.88 


Operating oapital 




6.867.90 


8.934.80 


9.915.31 


Investment in oat tie. . 




2.706.00 


4.409.00 




Number of cows 




19.5 


24 


26 


Fara reoeipts* 




$4,401.30 


$5,590.45 


$6,548.43 


Fara expenses* 




2.274.87 


2.901.38 




DIVERSITY OF BUSINESS 










Dairy products 




$2,313.40 


$2,947.28 


$3,397.08' 


All live stock 




1.154.80 






A. Sales 




-240.24 


1.890.00 
-289.90 


997.50 


B. Inventory 


Crops — 










A. Sales. 




758.15 


658.40 


1.981.28 


B. Inventory 




471.91 


552.56 




Miscellaneous 




205.22 


239.67 


312.00 


QUALITY OF BUSINESS 


Dairy receipts per oow 




$113.43 


$112.61 


$112.70 


Live stook receipts 










per cow 




35.13 


46.28 


75.00 




•Permanent improvements and live stock pure! 


lased are not 


Included. 



Figure 95: Where this comparative plan is used for determining the 
value of a farm the bank finds its loans to farmers profitable and safe. 
By showing the bank in this way just how he stands, the farmer un- 
der normal conditions adequately backs up his request for money. 
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on page 170, which will indicate the strong and weak 
points in the operation of the farm. This statement 
also provides space for the farmer to indicate the bank 
with which he does business. 

The bank makes provision for a supply of farm ac- 
count books to distribute to those of its customers 
who promise that they will keep their accounts and 
who back up that promise with a nominal member- 
ship fee. The management may adopt a permanent 
style for its account books. The farmer receives one 
after the demonstration of products, as his permanent 
record of the year's business. 

The bank furnishes duplicate deposit pads for its 
customers who enter this work. It encourages these 
farmers to deposit all their receipts for sales, whether 
cash or check, and to indicate on the deposit slip the 
source of the receipts. The duplicate deposit slip 
retained by the farmer serves as his day-book record 
of his receipts. The bank retains the original deposit 
slips which serve a useful purpose in case the farmer 
should lose or misplace his deposit pad. 

It is well for the bank to designate some one officer, 
possibly the cashier, to take the responsibility of keep- 
ing tab on the customers who promise to keep their 
records. He explains the difficult points, and encour- 
ages them to keep their records up to date. He can 
be of considerable help, when the time comes for the 
farmer to close his inventory account and to complete 
his summary, by offering the services of the bank's 
adding machines and operators. 

The bank also acts as the medium through which 
the account books and the factor sheets are returned 
to the farmer. When the banker familiarizes himself 
with the factor sheets, he is naturally in position to 
interpret the results and he can serve further at this 
time. The two can talk over the farm activities 
and can plan investments that promise large returns. 
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It should not be difficult for the farmer to see the 
advantage of doing business with a bank which helps 
him to keep his records* In fact, by this cooperation 
the bank establishes a direct contact with its customers. 
It graphically shows the farmer the value of paying 
bills by check and of indicating on the stub the entire 
transaction in each instance. By doing this as well 
as by keeping a record of cash receipts on the duplicate 
deposit slip, the borrower has really a complete record 
of his transactions and the bank is enabled to keep 
tab on the progress of each depositor. The farmer 
should be made to see that no more important step 
can be taken in keeping his records than to handle his 
financial transactions through the medium of the bank. 

HOW DEFINITE ACCOUNTING METHODS HELP TH£ FARMER 
TO LOCATE HIS WEAK FINANCIAL SPOTS 

Urging the farmer to place his records in his account 
book regularly, the banker will simplify his own work 
and at the same time develop the farmer along business 
lines. With the check stubs and the daily records in 
the duplicate deposit pad, there is no danger but that 
the items can be properly entered even though they 
are left until the end of the year. Nevertheless, this 
is not a good plan. Furthermore, some idea of progress 
may be obtained by noting from month to month the 
totals for each column and comparing these with the 
corresponding totals for preceding years. The farm 
transactions are entered in the account book once a 
week, certainly not less than once a month. 

The banker should be able to show the farmer the 
importance of carefully studying results. 

The real value of work of this character comes when 
the records tell a definite result quickly and accurately. 
The factor sheet (Figure 96) which is figured out at 
the end of the year contains, as will be noted, a column 
giving the average results obtained from the records 
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Explanation of Tana 

Labor Xnooaa rapraaants what tba faraar gala for hi* labor. It la abat 
la laft of tho fan laooaa aftar all axpanaaa. laoladlsc intnrsat oa tba total 
fara lavaataant. era dodoetod. 

Oparatlas Capital raproaaata tba lnvaataant la aaoblnary.- aqklpaaat. aad 
lira atook. It la tba worklnc or aorablo oapltal. 

Cattla Unit raproaaata oaa oow # two balfara. or tao oalvaa. 

DiToralty of Baalaaaa iadloataa tba distribution of fara aotlTitiaa or 
tba aoabar of aatacprlaaa in ablob tbo fara la anfagad. 
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FACTORS. 
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18 fans 
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good 
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Dlagaoaia 
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Labor laooaa (profit*) 
lataraat on total fara lavaat- 



8ZZE OF BUSINESS 



. I. aoraa 

t. Total invnataant . ...... 

5. Operating oapltal, aaouat. 
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4. Invaataant ia cattla..., 
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6. Naabar of oattla unit*. . 

6. Mttabar of oova, 

T. Faja rsoaipta E. . 

a. Fara axpanaaa. «......»., 



^DIVERSITY OF BUSINESS, 
9). Xnooaa froa oropa 



B. Invantory 

10. Xnooaa froa dairy produota 
tl. Znooawfroa lira atook 

4. Salaa: , 

B. Inrontory 
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14. Eaoalpta par oattla anit 
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unit...- 



•1.017 
1.295 



IdS 

,128,868 

6.868 

26* 

$2,706 

97 

28.0 

19.B 

94.458 

2.148 



9 758 

472 

2,313 

1.153 
240 
205 



9113 
80 
105 



•2.273 
1.070 



127 

921.400 

6,862 

27* 

•2,302 

86 

26.8 

18 

98.465 

2.122 



9 812 

664 

2.343 

984 

662 



8130 
94 
117 



9146 



130 

•19.773 

4.473 

23* 

•1.205 

65 

18.3 

11 

92,314 

1.079 



247 
752 



-218 
181 



868 



Figure 96: Where a £i arm management club was operated, as described 
oh pages 171 and 172, this farmer's factor sheet proved of great value. 
Taking average figures of good and extra good farms it was not dif- 
ficult to show dearly how near other farms approached the standard. 
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handed in by the fanners engaged in this work; along- 
side of this are the average results from a few of the 
best farms in the country. The third column contains 
the results obtained on the farm under consideration. 
The bank gives each farmer who comes into the work 
a typewritten copy of this sheet, and no one is given 
the results on any individual farm except his own. 

Where a group of 20 or more farmers, with a view 
of studying the business interests of their farms, can 
be induced to band themselves together for the pur- 
pose of keeping their inventory and financial records 
in this way, it is simple to work out a factor sheet. 
This will serve to illustrate the manner in which the 
farmer's attention can be called to the factors which 
make for general success in farming, and it indicates 
also which of these factors need special attention on 
the individual farm. 

This factor sheet in Figure 96 gives the average results 
obtained on each of the 18 North Lake farms. Next 
to this is a column giving the average results of three 
exceptionally good farms in the community. The next 
column gives the results obtained on Farm C, followed 
by an analysis of Farm C, showing its weak, normal, 
or strong features in comparison with the results re- 
corded in the preceding columns. 

The banker thus gains definite instruments for 
analyzing loans because he is enabled to pick out in 
each instance the strong and weak points of each farm 
in comparison with the average of the section and the 
average of the three best farms. 

For instance, the factor sheet here shows that Farm 
C has sufficient acres; is nearly up to standard in total 
investment; is perhaps a little weak in operating 
capital; is certainly weak as to investment in cattle, 
in the number of cows, and in farm receipts; but is 
normal in farm expenses, when the volume of busi- 
ness handled is taken into consideration. 
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Under diversity of business, Farm C has a distribu- 
tion similar to the others although below in amount 
compared to the average of the North Lake area and 
the three best farms. Under quality of business, 
Farm C is decidedly weak in returns per cow and per 
cattle unit. Before attempting to increase the number 
of cows on Farm C (this is a factor on which the farm 
is weak) an attempt should be made by the banker to 
help the farmer analyze the situation and determine 
why the returns per cow are low and whether they are 
not below the actual cost of production. 

After that the banker can well consider helping the 
farmer to invest more money in cows in order to conduct 
a larger volume of business, with each unit producing 
its share of the profits. Until the farm is able to do 
this, it would appear to be unwise to lend money for 
increased cattle investment. 

For a farm approximating the acre average, according 
to the factor sheet, it would look as if there were 
sufficient acres, sufficient investment in both total and 
operating capital, sufficient cows and sufficient invest- 
ment in cows. There is then a possibility of increasing 
the receipts without necessarily increasing the expenses. 
Not much improvement can be expected in the income 
from crops. The income from dairy products might 
be increased a little, while the income from live stock 
might be increased considerably. The figures under 
"quality of business" seem to indicate that the average 
farm might increase the receipts of each cow to a 
certain extent both for dairy products and from the 
sale of breeding stock. In other words, investigation 
shows that the average farm can raise its standard by 
improving the quality rather than the quantity of its 
business. The banker sees these possibilities and is 
accordingly able to stimulate prospective borrowers. 

In this way much is gained by seeing that every 
fanner studies the financial results obtained on his 
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FARMER 



TO RAH WAY TRUST COMPANY. RAHWAY, NEW JERSEY 

The following it • FULL. TRUE AND ACCURATE STATEMENT of the financial condition of 
the urtderstgned oft the day of 191 , and is made far 

the purpose of procuring credit from time to time fsom the above CompaBy; and it to be retarded aa 
continuous and binding at a bam of credit until replaced by another written etatcment or revoked m 
writing,; and the undersigned acreee to promptly notify said Company in writing in caw any change 
ocean that would materially reduce the responsibility of the undersigned. , 

In consideration of granting any credit by said Company, the undersigned agrees that in case of 
failure or insolvency on the part of the undersigned, or in the event of it appearing at any time that any 
,of the following representations are untrue, or in case of the occurrence of such change as aforesaid or of 
failure to notify such change as above agreed, all or any of the claims or demands against the. under- 
signed held by said Company, shall, at the option thereof, immediately become due and payable. 

b shall not waive Of 
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affect any other or subsequent right to exercise the some. 
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Of above notes, $ carried over from last year. If rented, what is annual rent $- 

I am accommodation endorser oo f worth of notes. Title of farm is in 

a i me d value of form,. « * Acres in farm 

Life Insurance. , $ _ Acres under ourtivatfan— ^ 

•ire l—» »«*«, « t Principal crop 

Chattel Mortgages given *» - 

Do you grow your own grain, ha^ and bedding for *~*> , 
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^gT. , le^—u^ OT 3tng}c_ 



of your C 



.How long on thia fi 



Signed.. 



m»r- 



Figure 97: This financial history of a farmer applicant for a loan has 
proved of value to an eastern banker. When filled out the sheet gives 
the banker the essentia tets governing 
standing as a credit risk. The statement is not difficult to fill out. 
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farm at least once a year and considers the possibilities 
there may be for improvement before he asks for a 
loan at the bank. In order to do this, it is necessary 
for him to keep records of his transactions, as already 
indicated. These records will furnish the data for 
making up the factor sheet which will serve to show 
how his business is going. They also help him to study 
the financial condition of his business and to make him 
a better risk at the bank. They will indicate the 
factors that are contributing largely to the success of 
the farm and will also unearth factors that may be 
keeping it from making satisfactory profits — an impor- 
tant consideration with all country bankers. Since the 
records will help the farmer to enlarge upon the more 
profitable enterprises and to cut down on those that 
are less profitable, the banker is naturally in position 
to increase his returns on loans. 

UP-TO-DATE BANKERS AGREE THAT FARMERS SHOULD 
FURNISH FINANCIAL STATEMENTS 

A simple agricultural credit form similar to that 
already described in Chapter IX can be used effectively 
in connection with a farm factor sheet. The banker 
thus gains the double advantage of knowing exactly 
the farmer's methods as well as his financial capacity. 

"I have worked with the farmers of New Jersey, 
particularly in the southern part of the state," says 
one banker, "and I realize the difficulty, as well as the 
desirability, of getting statements from them. The 
simple statement that I am using embodies the essential 
information in plain language. (See Figure 97). 

"The banks should help the farmer to see the neces- 
sity of some form of bookkeeping that will show him 
how he is getting along and make him understand that 
he is in business the same as a merchant or manufac- 
turer. This will make the farmer feel free to go to the 
Jiome banks for money needed to buy fertilizers, seed, 
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and implements, so that he can take advantage of the 
large discounts allowed for cash payments by the 
dealers in these commodities. 

"The banks in our neighborhood are willing to fur- 
nish the farmers all the funds they need, but there 
must be evidence that they know how to farm, and 
there must be the financial statement to show that 
there is good reason to expect repayment. In other 
words, the farmer must be placed upon the same 
footing as any other business man to increase his 
borrowing power. The problem of making farm loans 
will then be greatly simplified.' 1 
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CHAPTER Xm 
SIMPLE METHODS FOR HANDLING FARM LOANS 

IN order to record and look after farm mortgage 
loans to best advantage, it is necessary to provide 
a system that is simple and inclusive. This 
system should give the greatest possible freedom from 
detail, and should, at the same time, bring forward all 
the necessary data in a concise way. 

Sectional differences matter little in the handling of 
the farm mortgage. Methods that are effective in 
New England, for example, can usually be applied to 
the Southwest, and vice versa. Yet investigation indi- 
cates that seldom any two communities follow the same 
practice. Some follow comprehensive and specific 
procedure and others are seemingly content to go 
along with the fewest records possible, feeling that 
elaborate methods may require more expense than is 
justified. This temptation to treat the mortgage loan 
transactions with meager clerical attention often leads 
to misunderstanding and sometimes loss. It is as easy 
to follow a definite and simple plan that will meet 
every requirement as it is to attempt a sharp abridge- 
ment of the records. 

The problem, therefore, of handling the farm mort- 
gage loan, once it is made, deserves the careful consid- 
eration of every banker. A middle western bank of 
$50,000 capital has worked out a plan that meets its 
immediate needs effectively. Doubtless, any bank in 
an ordinary agricultural community can use it with 
satisfactory results. 
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In adapting this plan, the bank naturally found that 
the first requisite was an adequate application form 
(Figure 98). like most applications, the face of this 
form provides for a general description of the property. 
The reverse side is especially valuable since it carries a 
sectional map of the entire county in which the bank 
is located, thus enabling the banker to mark off the 
real estate that is offered as security for a loan. 

The note or bond is one of the most important in- 
struments in the negotiation of a mortgage loan and 
it is worth while noting that, in this form, two kinds 
of optional payment clauses are offered to the borrower, 
according to his responsibility and general standing. 

One clause, for example, reads like this: 

"Reserving the privilege of making payments of 
$100 or multiples thereof on any interest day, provided 
J. F. Hardin is given 30 days' written notice before 
date of such payment, and payments are not made with 
money borrowed elsewhere." The other reads: 

"Reserving the privilege of making payments of 
$100 or multiples thereof on April 1, 1918, or any first 
of the month thereafter, prior to maturity." 

Inasmuch as the banker's protection rests upon the 
caution and diligence employed in drawing the mort- 
gage, it is natural to provide a form that is at once 
simple and safe. The mortgage form without the in- 
surance clause is an interesting illustration of a clean- 
cut method. It reads in part as follows. 

"If default be made in the payment of said note or 
interest, or any part thereof, or if the taxes assessed 
on said land become delinquent, or if any waste be com- 
mitted on said premises, then the said second party or 
his assigns may elect to declare the whole sum due, 
without notice, and may proceed by foreclosure, or 
any lawful mode, to make the amount of said note, 
interest, cost, attorney's fees, and said taxes and in- 
terest on same, out of the aforesaid land." 
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APPLICATION FOB LOAN 



I ** Iowa, Peetoflot 

do hereby make application to J. F. HARDIN. BMm. Iowa, to make or pfooare 

brnialwD of D0LLAB8. 

fon yeara at % iatoreat, payable «mwlly at his oCBea la Bdera, 

Iowa, aad aa aeeority for said kwa L, and my wife, if nunied, will properly eaecale, aad deliver to 
him aa be may direct, a noU meured by a mortgage which ahall b« a firat lion on the following coal 



Sostion No Tevaahip No. Baage No Hardin County, Iowa, ooata 

The building* oa aaid fana an of tbo following doaorlptioaa: 



What are the building* insured for f ________ What oompany f _ 



Tha following la a general deeuriptkm of tlto aaid farm, aa to aarfeoa, aoil, a u i ap na cy, con- 
dition and ap forth: 
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___rea ara tloibar bad. 
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_*area ara eabjaet to 
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If rented, roatad -~— • 





Tab) farm la xailca of tha railroad towa of Iowa, whJoto baa 

-P T-.I - *— *-* --. «* tHetaae* to ashed miles, eharob —Mm 

Tha aotaal oaah value of thia farm la, par aera, f ■ 

t_» - -—am. na tl l a. bn ^a , a^ldat^1t^a^lt1tt^11^ffr^m ^ ll nl l l■^■1 i ^ 

ThJanK»»oyb Wanted for the pnrpoeo of 

hfy wife's name ia My nationality ia , my age to yearn 

I hereby aathoriao aaid J. P. Hardin, at my e_aeam, to pay off for me any aad all UaaaoaaaM 
land, (aacspt aaid mortgage.) and to make or prooara aa abetraet of -title to mid land, aad to hare 
sH corrections ia titto nude ao that aaid aUtraot ahall abew mid mortgage to be the only Uea oa 
mid land. 

X declare that I owe ao money for work doae or materiale faraiahed for -aproeomanta oa aaid 
mrnaima within the loot aiaoty day, that I am in penoofal jmammtoa of aaid pro a - ma. that ay tialo 
thereto hai never baaa qooationod. that there are no u nre co rde d deode or omrt^gm for or open -'* 
pramiaaa, aad there are ao nnaatufied judgments or aaila or proosodiags in haakraptagr paw 
against me ia any State or Federal Court 

I understand the kwa ia to be granted oa the 
aaid r epr o mn t a ti oaa are tree la ovary partieelar. 



Figure 98: A farm loan application form like the one shown here can 
be adapted to many banks. The face of it, as you see, is for a descrip- 
tion of the loan, while the reverse side contains a sectional map to show 
the exact location of the property in its relation to other farm land. 
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The form with the insurance clause is equally de- 
sirable because it provides a process that is free from 
unnecessary detail. The paragraph covering the de- 
tails in this instance reads: 

"If said first parties fail to keep all the buildings on 
said premises insured in some responsible fire insurance 
company, to their full insurable value, payable to the 
legal holder hereof, or fail to deliver to J. F. Hardin 
said policy l>ef ore noon of the day on which any policy 
on said building shall expire, or if default/' and so on 
just as the previously quoted clause reads. 

The certificate as to "claim of tenant" (Figure 99) 
affords an effective method for safeguarding the loan 
and eliminating the possibility of dispute. It is adapt- 
able, experience indicates, to the needs of any bank. 

After the papers already described have been 
properly filled out, the loan is ready for entry on the 
mortgage records of the bank. The loan register 
(Figure 100) provides for all the necessary information 
regarding the date of the mortgage; the notes, the 
due date, the interest, when due and when paid, 
together with space for remarks, if any, thus furnish- 
ing the essential data for every loan. 

Once the papers are transferred to the records, the 
next step usually is to provide a method of filing so 
that every record bearing on the loan will be readily 
accessible. Frequently the banker has to refer to a 
mortgage loan, probably for some trivial reason, and 
he wants to have the papers in such condition that he 
can get apy information quickly without extensive 
examination. 

This arrangement is readily made possible by the use 
of an ordinary number 10 heavy manila envelop to- 
gether with a folder of the same material, a trifle less 
than twice the size of the envelop. This folder is 
doubled along dotted lines and one half thrust into 
the envelop, the flap having previously been tinned in 
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CERTIFICATE AS TO CLAIM OF TOUW 



TO WHOM IT MAY CONCERN: 

1hmmt»e*rt^thatLtheaa*rma9»4a 
to-wit 



• foB—teg <mHM f r maim 



Principal lhridiaa, in Ik* Coonly of Bardie i 
That I am bi pawiioa of mid primiaw i 



-North. Baafo. We* of the Kfth 

■dftutaoflen. 

at#eaat natter the record owaer thonof. fc-wtt- 



-Coaaty of Harriia, aed SUto 



That I claim no latere* la «M prrmiam 
day of— 



of Iowa, aad 
other thaa riffht of aaammtea thereat awter keea, 



-day of _ 



_^A.Dl.1»1 



Figure 99: This certificate is an additional protection to the bank in 
making farm loans. It removes any possibility of disputes arising 
through any claim that a tenant might make against the property. 
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Figure 100: To cover on two open pages all the main points of a real 
estate mortgage loan, an Iowa banker uses this loan register. The 
headings, as will be noticed, make provision for the important facta. 
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or removed, thus providing two pockets. The one at 
the back contains the mortgage deed, the insurance 
policies, the certificates of title, and any other papers 
pertaining to the loan; the other pocket, which is 
accessible by merely lifting the folder, contains the 
note. This may be easily removed for the purpose of 
indorsing interest and other payments. The mort- 
gages, each being placed in its appropriate wrapper, 
are arranged alphabetically in a convenient file. 

A COMPLETE, SIMPLE SYSTEM THAT COVERS EVERY 
PHASE OF FARM LOAN ROUTINE 

The blank half of the folder is, of course, used for 
the envelop partition, and the printed side is folded 
over the front of the envelop, as explained above. 
Space is provided for the name of the mortgagor and 
also for the names of those who may from time to 
time assume the mortgage by acquiring title to the 
property. There is also space to enter the book and 
page numbers of the district registry in which the 
mortgage is recorded, and for writing a brief descrip- 
tion of the property, sufficient for identification. The 
remainder of the folder is devoted to spaces for enter- 
ing the date when the loan is made, the amount of the 
loan, the dates and amounts of payments on the 
principal, and the balance due. The rate of interest 
is given in the upper right-hand corner. 

A looseleaf ledger is used to index and keep track of 
the loans. It is a book 8^ by 11 inches made espe- 
cially for the purpose. For convenience there are two 
sets of covers, one to contain the live loans and the 
other for those which have been paid. On account 
of the ease of operating the looseleaf book, the pages 
representing active accounts may be transferred to 
the closed file as often as is convenient. 

The page, like the folder, has spaces for three names, 
in addition to that of the original mortgagor, to pre- 
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EXAMINER'S REPORT 
To Schanke and Company; 





,Toi 
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Ml 


owned by_ _ 



ndts< 
_acnsincara 
_acrcsiooets 
_*crcs in wheat 
_acrea (n other crops 
pernio wnim 



S. If study, grevety. stony or broken, any cjueck grass, or »«. ia good p o s tur o-o r ■ 

subject to overflow, des cri be — acr es ready tor seed 

■ _— — — — . t-r— fattmh— 

■ _aerMinbrwb 



S. Quality and depth or soil 

4 The prendses arc ooeaptod by. 



flf tent five expiration of lease and t 
S. Did you talk with the borrower? 



fl. Whan did borrower buy this land?. 
What did he pay? $ 



7 Was consider ati on cash, trade or under contract for deed? 



t. 








». 


T«U what yon were able to aacartain about the borrower, where In ttves, lu* fasnfty 
*arty. other IsnoVdobts. rcpututton.goncrel appearanoe of farm and district, and so 


personal 


property* 


*« 










10. 















tl. What arc 

IS. Bow mnchto the clintae* Hen cents* the land. Ifany?_ 



13L fa there an open ditch on the farm? If so, show on plat. 

14. Is it on a public road? Show on plat 

IS. 



M. Value of land exclusive of buildings, under ordtonrr terms of sale ia f per acre, or t_ 

17. Of house ft ybem ft (granary f tether buildings $ (Total buildings ft, 

IS __________^_— _______ Total value of land and buDdings,* - 



X recoBBmoad a loan of any sua up to ft poracra.orft ,as safe and desirable. 



Figure 101: An Iowa banker considers it unsafe to grant a loan without 
first having the security properly examined. The above report shows 
all the details necessary to pass on the safely of the transaction. Accord- 
ingly the lending officers can render a final decision without delay. 
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lMMrite«pkNMi««N»war« 
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nat»^paa^ aa*jftpaWtipa^aaiaaja^a^ 
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M*a»tal»WM^^MB» » pa n y1wra1yaa^»toraparato^w^toaa^lwf<ri^wi l »M » A p»to|ttoto»wto»dawi r «< 
■hrtlili II, i ll II p aar u i T^r l ^ aaaJpartaf II i i mm . mt mSmu mymmi +jBnmAyJm t i kh 11 
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«■* *Wa m aa ^ aa^a>payaw«a^apartyttotaia^ala*Jamaiall»a»| haart aaaltoi atom pay— at to 
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HI wrrimt WMaWi Wt mm toawMPHiavapBiiaBi aatofkto 4a/af 

a. a. it 

8CHANKB (% COMPANY 

■ U lll f 



Figure 102: Some bankers whose lending t er rit or y covers a large 
area use an agreement similar to that shown above for their protection. 
They appoint dependable correspondents to obtain applications, at the 
same time securing their promise to see that loans are as repres e n ted. 
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LOCAL CORBESPONDEirrS RBPORT 
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d«w M dava ki *Mak to toaka taak loa aufc aaa. 



r. aigkur low m 
• Lovaadvak 



riktoNI. 
aaBf aad I— 



DBtt i— iIobHib ttto a 



a at wbtok tto fl 
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Figure 103: By analyzing this report of a local correspondent, the 
farm loan officers of an Iowa bank find all the necessary facts regarding 
an applicant as well as his property, and the information is then turned 
over to a committee for its guidance in rendering a final decision. 
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serve the record of subsequent owners of the property, 
if such transfers take place, and also for the amount, 
the rate, and the record. The left half of the body of 
the page also resembles the folder, but the remainder 
is arranged to serve as an interest tickler as well as a 
record of interest payments. The space between the 
lines is reduced by one half and the columns are 
designed to record respectively the interest dates and 
the amount of interest due. There also are two narrow 
columns simply for checking payments of interest or 
for showing the date on which due notices are sent. 
The space between these two columns may be used for 
noting partial payments of interest, or any other date 
of importance. 

The connecting link between the folder and the page 
is in the system of numbering. The book is divided 
into six groups of pages separated by leaves with pro- 
jecting leather tabs marked "January and July," 
" February and August," and so on. The loans in this 
book are arranged according to the dates on which 
the semiannual interest falls due. The leaves in each 
of the six sections bear consecutive numbers, and the 
folders or wrappers bear the same numbers, prefixed 
by a letter designating the division into which the date 
of the loan naturally throws it. Thus we have J for 
January and July, F for February and August, M for 
March and September, A for April and October, N for 
May and November (the natural designation M having 
been previously used), and D for June and December. 
The plan makes it possible instantly to find J98 or 
N56, together with all necessary information concern- 
ing the loan. 

Posting payments of interest or principal is also 
much simplified by the use of this system. When 
James Martin pays his semiannual interest of $25, he 
is, of course, credited with that amount in the day book, 
but the additional information, A29, is also noted 
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in the margin, which enables the clerk to turn quickly 
to that page in the loan book and to check the interest 
as paid. The posting can be done as fast as one can 
turn the leaves. 

The value of the arrangement of the leaves as an 
automatic interest tickler is apparent. At the begin* 
ning or end of the month the entire number of items 
then payable is at one's command. It is only necessary 
to run through the proper division. This obviates 
the possibility of overlooking an account when sending 
notices of interest due. 

The method is adaptable to advantage in almost 
any bank in an agricultural community. It does not, 
however, provide some of the details that are usually 
required by a bank lending over a large area. For 
this purpose the following method has proved unusually 
satisfactory in most instances. It provides both di- 
rectly and simply for nearly every requisite step cover- 
ing a farm mortgage loan. 

In the bank lending over a comparatively large area, 
the first step is usually the appointment of correspond- 
ents to obtain applications. The banker, whose plan 
will now be described, has found that it is unsafe to 
accept applications without first having the security 
carefully examined (Figure 101) or without having an 
agreement with correspondents (Figure 102) under 
which the mortgagee, or lender, is given a certain time 
to make an inspection. Under these conditions the 
correspondent agrees to repurchase loans that are not 
as represented. This, then, gives the mortgagee an 
opportunity to inspect all the loans during a certain 
period and in one locality at one time, in this way 
materially reducing the expense. Correspondents are 
treated as the agents of the borrowers, instead of as the 
agents of the mortgagee. These precautions are taken 
in order to free the bank entirely from any responsi- 
bility for any agreement which may be made by them. 
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Loan No. 



Security. 



Diagram of land 

Approved for years 

Rate 

OptLma 



Consideration last sale. 



Delivery date. 



Figure 104: The loan committee in the came bank usee thia simple 
but comprehensive form to enter its dedsiqn on applications. Thia 
information is condensed, as you see, from that listed on the preceding 
forma; trchnicalitiro are omitted to make room for only essential facta. 
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— % oav ahare — % to Agent. 



PRINCIPAL NOTE 



Date_ 



Maturity.. 



Rata 






OeneraL. 



COUPONS 



Interest- 



Check. 



Credited Dorrowv*t Aeeount . 
Ckwed Borrower'* Account 



Schanke and Gomp 

MASON CITY/ IOWA 




MORTGAGES 



FIRST 



Date. 



N« 



Co tfi pere with j 
Maturity^— 



Inn 




INSL POLICY 




Pat- C«d_Tax Card_ 



r 



ASSIGNMENT 



Date of Aarignment 

Signature 

Seal 




SECOND 



COMMISSION NOTE 



Date. 






ExCard_ 

Indexed. 



3 



Figure 105: This envelop which contains an accepted loan shows all 
the necessary information regarding the transaction. The facts are 
filled out on both sides by a clerk who sees that each detail is duly 
recorded for ready reference before forwarding the papers for execution. 
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Upon receipt of the application with the report of 
the local correspondent attached (Figure 103), the 
officer in charge of farm loans goes over it, and, if it 
is acceptable to him, passes it along for final action by 
a committee which meets every day to pass on loans. 
The form shown in Figure 104 is used by the committee. 
If the application is accepted, the farm loan manager 
places on the face of the application envelop (Figure 
105) the information required for the preparation of the 
papers by clerks, to whom the details are given. 

HOW ONE BANK KEEPS TAB ON ALL INTEREST 
ON LOANS 

When this work is finished, the papers, accompanied 
by a letter of instruction, are forwarded for execution. 
The clerk preparing the documents is required to place 
his initial on the back of the application envelop in 
the space provided for that purpose. When all the 
operations have been completed and checked, accord- 
ing to the form on the back, all details of the loan are 
complete. If the settlement is made through a ledger 
account, the bank indicates this on the envelop. 

The methods used in connection with keeping a 
record of the loan are simple and effective and do not 
disturb or increase the general accounting practice- 
In Insert VI is shown the loan sheet used. The loan 
registers containing these sheets have six divisions, A, 
B, C, D, E, F. A represents loans with January and 
July interest payments, B represents those with Feb- 
ruary and August interest payments, and so forth. 
They are divided in this way for convenience in sending 
out interest notices. Corresponding numbers are, of 
course, placed on all of the papers of the loan. 

The loans are then indexed " visibly " or by a card 
system. The same index numbers are given tfce folders 
in which all the correspondence, the application, the 
application envelop, the examiner's report, and other 
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Figures 106 and 107: The large sheet as sent to county tax recorders, 
to enable the banker to obtain all necessary information regarding 
taxes paid on the property on which a loan is to be made. The small 
card is a record of all the various legal points regarding the property. 

190 



Digitized by VjOOQ IC 



Schankk a Company 



FIRST MORTGAGE LOAN 

JOUR IB8IGHB ABD 1X11 
JO0.OOO.OO 

ti tartaaanal Bat February 1, 1922 
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land at toon at tiling la pat in* Bleb blank loan tolls alay 
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ooBHunlty and nattt bit obligation* promptly* Bt it a good boattt 
famar and oana 220 aorta of loan land in addition to tbla auartar. 
BO la raportad vortb about 640,000. 

TiLDAflQW 

Bt Talon tba land aloat at #22,000, and tba inprovtnants at 29.600, 
making a total of 2*8, 600. ovor By tlato tba amount of tbla loan, 
A vary good loan. 

8CBUD 6 COBPAIY, 

i Prtaldaat. 



Figure 108: Here is one banker's method for describing investment 
offerings, secured by first mortgages. The essential facts are so well 
presented under definite headings that it is an easy task for the investor 
to sue up the proposition. The bank thus profits by increased business. 
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SCHANKE * COMPANY. 

MMonCfcr,!** 




Figures 109 and 110: Here are two forma that have proved effective. 
One is the interest due notice which usually brings results (small form). 
The other is the sheet which is used for recording delinquent payments 
on coupons. These items are listed when delinquent notices are tent. 
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papers pertaining to the loan are filed. When the 
loan is paid, the folder is removed and placed in a 
closed transfer file. 

The tax card (Figure 106) provides a convenient way 
to keep a record of the taxes. These are arranged by 
states and counties. Once a year a check-up is made 
on all the loans held in each county to see whether all 
taxes have been paid (Figure 107). When the infor- 
mation arrives, and it is found that taxes are paid to 
date, a record to that effect is entered on the tax card. 

The expiration sheet used serves to call attention to 
the maturity of the loan, so that a renewal may be 
solicited. At the same time the information is given 
to the sales department, so that correspondence can 
be taken up with the holder of the mortgage, looking 
to the reinvestment of the funds. 

When insurance accompanies the loan, notation of 
the fact is made on a plain 3 by 5-inch card. This is 
kept in an insurance card file under the year in which 
the policy expires, excepting the current year, for 
which there are monthly divisions. 

When a loan is ready for sale, and has the approval 
of the legal department, it is passed over to the sales 
department. The bank does not offer loans from 
copies of applications, but makes descriptions of the 
security (Figure 108). 

The form of interest notices is shown in Figure 109. 
Upon receipt of a remittance for interest, it is credited 
to the coupon account for the month in which the 
coupon matures. On the first day of the month, 
remittances to investors are made up for coupons that 
have been sent in by them for payment; the others are 
remitted for when coupons are presented. The second 
interest notices are sent out on the fourth of the month 
(all interest is made payable on the first day of the 
month for convenience), and the delinquent interest 
notices are sent out on the fifteenth of the month. 
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For convenience in keeping track of the work, delin- 
quent coupons are listed on a sheet (Figure 110) at 
the time second interest notices are sent out. 

The difference between the rate of interest at which 
the bank expects to market the loan and the rate 
charged the borrower is usually taken care of by an 
instalment commission mortgage (Insert VII). It is 
interesting to note that under this form of mortgage 
the mortgagee is authorized to take up the interest 
coupons in connection with the first mortgage and 
Attach them to the instalment mortgage. Under this 
plan, therefore, the mortgagee is safe in paying to the 
investor the interest as it matures. 

On the field notes record (Insert VII) is provided 
all information as to lands on which loans have been 
made or as to lands which have been inspected, 
whether acceptable for a loan or not. This does away 
with a second examination when applications are made 
for loans on lands that have been previously inspected. 

In other words, records that are worth while sim- 
plify the handling of farm mortgages. They help 
reduce research and routine and thereby enable a 
bank to make more profits with less labor — an ad- 
vantage more than ever desirable in the face of today's 
rising costs. 
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CHAPTER XIV 
MAKING CATTLE LOANS SAFE 

DURING the 15 years that we have been lending 
on cattle, we have never lost a dollar/' says a 
Nebraska banker. "We never take anyone's 
word on any of our loans, except when we know con- 
ditions exactly. Whenever a loan is applied for, we 
go out individually and investigate. Again, most of 
our loans are made on cattle already in the feeding lot, 
thus lessening our hazard. In a few instances our 
customers have lost cattle from various causes, but 
they have always paid us in full. 11 

This statement summarizes conditions experienced 
by many progressive banks which handle cattle paper. 
This character of loan therefore has its attractions, but, 
as the Nebraska banker has pointed out, it is necessary 
to observe certain definite conditions if a bank is to be 
adequately protected against loss. The banker must 
have definite knowledge of the security offered and he 
must know also the responsibility of the borrower. 

Although banks handle a heavy volume of cattle 
paper, loans of this sort are not confined to them alone. 
They are negotiated through the following agencies: 

First, the banks which deal direct with the borrower. 
These are usually the small banks in cattle-raising 
territory and those in the adjoining cities. 

Second, the loan companies, making cattle loans 
exclusively. They are generally owned by the stock- 
holders of banks located in or near the stock yards, 
and are usually managed by the bank's officers. In 
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Figure 111: Although all loan applications cover point* more or less 
similar, this one which an eastern bank uses for cattle paper is somewhat 
different. Spaces are provided to enter the applicant's name* the 
amount of the loan, the security, the brands of the cattle, and so on. 
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some cases, investigation indicated, the entire capital 
stock of these companies is owned by the bank. The 
large volume of credits carried in the cattle business 
overtaxes the resources of some banks and this accounts 
for the existence of the loan companies. 

Third, commission houses buying and selling cattle, 
either making loans direct or giving their indorsement. 
Their interest in the loan is different from that of the 
banks and loan companies, for the reason that they 
expect to handle the cattle again. 

For the purpose of simplifying cattle transactions, 
it is customary for many banks to classify cattle loans 
under different divisions* For example, cattle headed 
for market, which are mostly three- and four-year-old 
steers, are considered by many to be the best security 
for loans. Two-year-old steeife class next; a market 
can almost always be found for such animals, and if 
necessary, they can be fattened for the packing house. 

Investigation indicated that many lenders look 
upon cow paper with iavor while others give it very 
little consideration. Usually the farther you get 
away from the ranch, the more yon hear about the 
risk of cow paper. True, it is perhaps not quite as 
liquid as the other classes, but it is equally necessary. 
If a cow in calf is worth, say, $60 to $65, a calf dropped 
in the spring is worth $30 in the fall; 80% of a herd of 
cows are producers. Non-producers and those begin- 
ning to age are headed toward market 

Loans mature usually in six months. For feeders, 
i0>ch as three- to three-and-one-half-year-olds, headed 
for market, this is sufficient time. Paper representing 
younger cattle or cows, while usually made for six 
months, is subject to renewal. Such paper is taken 
up by the loan companies, then renewed and reissued. 
As a rule, paper may be taken up at any time. 

Frequently it is common to split the loan into sev- 
eral payments, and where the notes representing these 



Digitized by LjOOQ I 



CONFIDENTIAL STATEMENT 






*- 








gentlemen: 




*Uch fUJy nd truly tttt farth . faancta! cmdi 


thm am the 


Amm «f 


i« 


omkm 


ctatemoat yon ob cuowdcr a> contmoimi to bo lull andaccuiato naleei aotlce of change » pwB to yoa» Ul 


tanoivnnta or commit an Act of Bankruptcy, of if any of too rapruMBtationc bum below prove to bo natron* 


caw all obHgatiom bold by you ahall Immediately become doc and payable without demand or aotke, 

and the earne may be chaffed agoinat.any dopoett account kept or crodte diie._-_—oa your book* 

REAL ESTATE 


CHuc keal dooeriptlon. Section. Towaohip. Range. Conaty. State, 
etanda. value per acre. 


« M al> W c^a«^«n1mm--m«. 




Worm 


laortsaiedll Equity 






If 










, 






1 








































EQUITY IN REAL ESTATE 


« 




. « . . _. 




PERSONAL PROPERT 


Y 






• 






t 






* 






« 




















t 







Figure 112: This statement (two pages) definitely describing all of a 
borro we r ' s property furnishes a bank important information in lending 
on cattle paper. It prevents any uncertainty regarding the collateral 
offered. Notice that it includes the essential facts regarding the 
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applicant's real estate and personal property. The second page pro- 
vides for a summary of resources and liabilities including any contingent 
liabilities which sometimes are an important consideration. These items 
indicate the bor ro wer ' s ability to meet his payments on loans promptly. 

199 



Digitized by VjOOQ IC 
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Figure 113: In order to safeguard cattle loans it is of utmost impor- 
tance that the bank knows exactly what facilities a borro w er has for 
taking care of his herd. An inspection report of this sort properly 
filled out helps the bank to make a wise and accurate decision. 
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payments are sold to different banks, the transaction 
is placed on the same basis as a participation loan. 
Loan companies usually prefer a single note covering 
each transaction; but they might have more difficulty 
in placing these notes, for many buyers prefer to have 
an assortment, as against the few who do not care for 
participation loans. 

A buyer desiring to arrange a loan in connection 
with the purchase of cattle, ordinarily applies to one 
of the three sources enumerated above. He is re- 
quired to file an application and also to make a sworn 
financial statement. This form, which will be shown 
later, is similar to the usual property statement blank, 
being adapted, of course, to the requirements of the 
business. If the application is approved, the bor- 
rower gives as security a chattel mortgage often equal 
in amount to the purchase. The theory is that pur- 
chase-price loans are justified, for the natural increase 
in weight of the cattle creates a good margin of pro- 
tection in the equity. The chattel mortgage contains 
a description of the cattle, according to the breed, the 
sex, the age, and the brand. It also covers any 
information on additions or increase in value, as well 
as pasturage, feed pens, feed troughs, and water 
privileges and such other information as is necessary. 

The mortgagor agrees not to remove from the 
premises the cattle described in the mortgage without 
the written consent of the mortgagee. He also agrees 
not to market the cattle except by consent. The 
mortgagee reserves the right to take possession of the 
cattle at any time when in his judgment they are not 
being properly cared for. The lender searches the 
records for other mortgages and record items, thus 
protecting himself so far as is possible against fraud 
through herds being mortgaged more than once. 

The cattle and their surroundings are inspected 
by experts regularly employed by the companies. 
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Lincoln Loan and Trust Company 

CHICAGO, DLL. 
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Figure 114: By using this form which it sends to county recorders, 
an Illinois bank guards against lending on cattle already covered by a 
chattel mortgage. The information also serves to check up on the 
bor row er ' s own statement, thus proving has worth as a credit risk. 
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Lincoln Loan and Trust Company 

CHICAGO, ILL. 
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Figure 115: As another precaution before lending on cattle, this bank 
sends out to other bankers the form letter reproduced to obtain addi- 
tional information about the applicant's financial standing. Thus 
the bank has a dependable means of comparing figures and facts* 
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Figure 116: This envelop holds a chattel mortgage, together with the 
reports of the cattle inspector. Its contents are noted on its face so 
that the ordinary details can be gathered at a glance without even 
the bother of unfolding the papers. This method saves the officers time. 
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This inspection covers fences, water, and pasturage. 
The inspector also makes inquiries regarding the mort- 
gagor, especially for the purpose of ascertaining his 
standing in the community as a cattle man. This 
system is followed by practically all lenders on cattle. 

In small banks in cattle-raising sections the pi act ice 
prevailing for the ordinary commercial loan as de- 
scribed in Chapter V is usually followed because the 
big cattle buyer is almost always the representative 
of one of the stock exchange houses which provides the 
finances for buying. Of course, there are smaller 
buyers in every community who can borrow from the 
country bank a reasonable amount of money on their 
note. But in the small bank, the cattle loan business 
is ordinarily of no great significance, although, in 
many banks it yields attractive revenue. 

Among the large banks handling cattle lo&ns, in- 
vestigation indicated that the officers usually are 
opposed to the so-called "split deals," which enable 
the customer to borrow money from more than one 
source in order to carry on his business. These 
bankers feel that his transactions should be confined 
entirely to one bank, so that they will know exactly 
his condition at any time. «• This eliminates the 
necessity of probing into the other business affairs of 
the borrower. If he has borrowed from other banks 
or from other sources, it is naturally difficult to keep 
track of his financial condition. 

Let us consider now the practice followed by one 
cattle loan company in making a cattle loan. The 
method here shown is typical of that used in many 
financial institutions and it can be easily adapted to 
the needs of almost any bank handling this class of 
business extensively. 

The loan application (Figure 111) gives the amount 
of the loan, the nature of the security, the name of 
the borrower, his address, and other information of 
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First state holding brand, then all other brands and names of the 
givers, what County their ranches are in and their Post Office Address. 



The foregoing are all the brands now used by me and shows their 
actual location on animal and all my brands are properly registered in 



Brand Book- 



.County, Texas and are on 



file with the Secretary of the Texas Cattle Raisers Association of Texas. 
Yours truly. 



Figure 117: This circular letter sheet properly filled out by cattle 
borrowers of one bank has saved the bank officers from confusion in 
keeping tab on the various brands. It tends to lessen the difficulties 
that come in lending when cattle are marked with unregistered brands, 
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LINCOLN LOAN AND TRUST 

COMPANY 

CHICAGO, ILLINOIS 



Dear Sc 

You are no doubt aware that it is practically impossible 
in communicating by ordinary letter to intelligently and cor- 
rectly describe brands and their location on the animal, yet 
it is quite essential with those preparing the various papers 
made necessary in the handling of cattle transactions that this 
information be accurate, hence we enclose the attached "brand 
sheet" for your consideration and would thank you to give us 
in detail the brands now being used by you. 

In the event you through purchase or otherwise have 
cattle bearing other brands than yours, kindly show such 
brands together with your holding brand and in space for 
remarks please state party or parties name giving such brands,! 
and state their residence by County and Post Office. 

Thanking you in advance for your usual prompt response 
to the above request for which we enclose sett-addressed 
envelop. 

Tours, truly, 
LINCOLN LOAN AND TRUST COMPANY 



and indicates definitely what brands are used. Accordingly it has 
simplified cattle transactions. Notice that the figures of the cows 
illustrate the way cattlemen are asked to show their types of brands. 
The location of the brand also forms a part of this pictorial information, 
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a personal character. This is accompanied by a 
confidential statement (Figure 112) which gives a 
complete account of the borrower's real estate, his 
personal property, and live stock. With this infor- 
mation the banker is able to inspect intelligently the 
collateral offered. If the cattle offered as security 
are purchased in the market where the loan is arranged 
for, they are immediately inspected, but if they are 
oq a ranch, the company's inspector visits it and 
secures information like that shown in Figure 113. 
This inspection is perhaps one of the most important 
features of the business, for bankers, large or small, 
want to know the exact condition of the stock if the 
loan is to be properly safeguarded. 

HOW CATTLE RAISERS' ASSOCIATIONS HELP TO DETECT FRAUDS 
IN BRAJNDING CATTLE AND THUS SAFEGUARD BANKS 

"Where the banker has to be most careful on 
cattle loans," says one banker, "is in dealing with a 
new applicant, especially if he is inexperienced in 
buying cattle. Often a new man in the trade will 
appear to be experienced, when, in reality, he does not 
know how to buy. If the banker, by any chance, 
is careless in his deals, he is likely to lose money unless 
he is a very able judge of stock himself. 

Therefore the careful banker determines the ability 
of the prospective borrower. True, this is the same 
rule that applies in making almost any commercial 
loan. But the banker cannot take any chance on 
judging stock, because he must know that the breed 
is sound, and able to stand any reasonable hardships, 
such as severe winters, rain or heavy drought. The 
bank should also be conversant with the brands so 
that in counting cattle it is certain that every head 
belongs to the borrower. 

Thus, the inspection should be made so that the 
lender will have sufficient data to guarantee the 
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Figure 118: In order to safeguard the buyer and seller of cattle, at 
well as the bank holding cattle loan paper, this transfer document which 
includes a draft on the reverse side is made out to cover in detail any 
•ale of cattle. Doubt as to what cattle are included is thus avoided. 
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safety of the loan. After the inspector's report is 
submitted, a search is made in the property records 
and tax records of the county to find out the actual 
financial condition of the applicant. There is sent 
to the recording official of the district where the 
borrower resides a form (Figure 114) asking for a copy 
of any existing lien against his property, real estate or 
personal, and on this form the recording official is 
requested to give any other pertinent information. 
A form letter (Figure 115) intended to produce in- 
formation regarding the borrower's credit, is also sent 
out. In this way the lender has a double check on his 
security. First, he learns from his inspector if the 
application is correct, and next he finds out through 
the recording official if the security offered is free from 
encumbrance. 

Then if the analysis thus made is satisfactory, a 
chattel mortgage is drawn up. This mortgage, along 
with the reports furnished by the inspector, is enclosed 
in an envelop (Figure 116) and is then filed alphabet- 
ically. 

The borrower, in the meantime, has given his note 
for the amount of the loan, as well as for the interest 
to maturity. 

Among the cattle loan companies, and indeed among 
the banks generally, branding the cattle is important. 
In order to learn definitely the marks used by the 
borrower, a form (Figure 117) is sent out and on this 
the prospective borrower is required to designate his 
brands. Then if a buyer representing a cattle loan 
company comes through the territory, a form (Figure 
118) is made out, giving a complete description of the 
cattle to be purchased, the brands and the marks, and 
the mortgage, if any. This, it will be noted, provides a 
•clear transfer from buyer to seller. 

Thus, after the borrower's standing is clearly de- 
termined by the process already described and his 
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brands are checked up, the application is usually passed 
on favorably and the money is advanced. 

Nor does the lender in any way relax his attention 
after the loan is made. In order to keep the inspectors 
advised of the sale of cattle in different localities, a 
looseleaf form (Figure 119) is made out in triplicate; 
one is retained in the general office; one is forwarded 
to the inspector; and one is sent to the cattle raisers' 
association in that territory. There are several asso- 
ciations of this kind throughout the country and they 
keep a record of the brands used by their members. 
They have inspectors at all central markets to watch for 
stolen or strayed cattle. In this way, not only is the 
rightful owner protected, but the banks as well. 

The inspectors have a record of all mortgaged cattle, 
and they notify the mortgagee when such cattle arrive 
at the stock yards. For example, the arrival of a 
car of mortgaged cattle in Chicago would be reported 
by wire to the mortgagee in St. Louis, Omaha, or 
elsewhere. The inspector also notifies the commission 
agent to whom the cattle are consigned. Thus the 
commission merchant understands definitely that the 
proceeds of the sale of mortgaged cattle must reach 
the hands of the mortgagee. 

Lenders have discovered that sometimes certain 
borrowers use brands slightly different from those 
listed, and to detect these fraudulent brands, a loose- 
leaf form (Figure 120) is sent to the cattle raisers' 
association to find out, first, if the prospective borrower 
is a member, and second, what brands he has registered. 
The lender is enabled in this way to check the descrip- 
tions furnished by the association, with the brands set 
forth in the application for the loan. 

Another necessary precaution is to tfee that the 
chattel mortgage also covers the increase in the herd 
of cattle, sheep or hogs. Take a loan on sheep for 
example: the banker should be very careful to see that 
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Figure 119: In one western bank these looseleaf record forma in trip- 
licate are used to enter all essential details c on ce rn ing cattle paper. 
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101 Number rendered 






Remark*; .. 







Figure 120; This additional safeguard helps the bank to check up on 
all cattle loans. The cattle raisers 9 associations give exact information^ 
which can be compared with what the bank already has on 
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this chattel mortgage includes the wool that the 
sheep will grow. If he does not do this, the sheep 
raiser still has an opportunity to borrow on a chattel 
mortgage covering the wool of the sheep, which would 
divide the security. The banker needs to be sure 
that his claim to any chattel mortgage is absolutely 
clear. This is especially important because if a cattle- 
man dies and the herd reverts to the estate, it might 
take a long time to straighten out the mortgage; in 
other words, -the banker must be absolutely sure 
that he will be able to realize as quickly on cattle 
loans as on loans of any other character. 

HEBE ARE SOME OF THE IMPORTANT POINTS TO WATCH 
IN MAKING CATTLE LOANS 

Many bankers, investigation showed, feel that they 
are safe in lending on the purchase price of cattle if 
they are absolutely sure of the borrower. Others, 
however, feel that it is wise to lend only up to 50% of 
the valuation. 

Another point to consider is the condition of the 
cattle. Steers and cows, for example, should be well 
balanced in a herd. Then there arises the question 
of feed. Each cattle man should have at least three 
fourths of a ton of hay per head for feed. 

"We always have to be sure that the borrower has 
sufficient feed for his cattle," says an Iowa banker. 
If he has not the proper amount, and we do not feel 
his resources are sufficient to guarantee that he will 
have, we, of course, do not consider the loan under any 
circumstances. 

"We do not often lend to a renter unless we know 
our man pretty well, because the hazards are usually 
too great. True, a small banker sometimes may he 
able to lend safely to a renter if he knows the con- 
ditions and can keep in close touch with the situation. 
As a rule, we lend a renter only when the paper comes 
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to us indorsed by a reputable commission man. Another 
vital fact to know is whether the cattleman has enough 
land properly to take care of the cattle on which he asks 
a loan. If he is cramped for space the loan is likely to 
be hazardous." 

As a rule, the banks or cattle loan companies are very 
careful about renewals of loans. This problem is 
handled by the discount committee. If a man wants to 
renew a loan once and shows that he is making good, 
he is almost always accommodated, but if he shows 
that he is not getting along especially well, and keeps 
wanting to renew his loan, the lenders generally call 
a halt and demand that the loan be paid up. 

The interest rate usually runs around 6% to 8%. 
Some banks often accept cattle loans on a chattel 
mortgage from brokers to whom a margin is allowed 
for guaranteeing the information about the borrower. 
Of course, this guarantee only covers practically the 
broker's insistence that the man is good and that the 
information gathered is correct. 

In making cattle loans, the banker is therefore com- 
pelled to recognize many conditions that are not usually 
encountered in other loans. He should know the bor- 
rower, and have a definite idea of his ability to handle 
his stock. He should also be a good judge of cattle 
and be conversant with the varied problems of live- 
stock raising in order to make his cattle loans safe. 
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CHAPTER XV 
HOW TO CONTROL REAL ESTATE LOANS 

EXPERIENCE has shown most bankers that no 
detail of information is too trivial to overlook 
when making loans. Especially is this true of 
loans on real estate. To be dure that all the necctedary 
information is instantly available, a middle western 
bank requires from each applicant a complete descrip- 
tion of the property offered as security, and these 
items are recorded on a form like the one which is 
reproduced in Figure 121. 

Even thid record, however, is not a part of the regular 
financial statement data, and neither is considered 
complete without the other. The facts of Figure 121 
are merely informative and serve to set forth sometimes 
more strikingly, various tendencies indicated in the 
financial statement. Thus it helps the banker con- 
siderably to appraise property judiciously. 

This is one of the many interesting methods used 
in the real estate loan department of this bank, which 
has deposits of $2,500,000, and it is significant that it 
is precisely the practice of another bank, not far dis- 
tant, with deposits of over $33,000,000. The idea, 
experience has shown, can be adopted in almost any 
bank with equally effective results. 

Before starting to use the form referred to, the cashier 
of the smaller bank was frequently tempted to depend, 
to a certain extent, upon his memory in making a loan. 
On one occasion he failed to make note of the lack of 
water and gas improvements <jn a certain piece of 
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Business 




frtfr, 


1 Lean Amount 


Tarm Ymm *■*• 


% 


StraJftitJ 


/ 






Street Pi ved 




W«tar ru. 


Diimnti 


Ions Ground 








Imuran* 






B— ftrnn* 


Dwtfllnp 




n- 




Stores 








Interior Finish 




R.HM 




When Built 




Hart 






run 


Value 


Ruilrflno 


Total 


Impede 


r*s Report 


















RMital 


Present Mortaeae 




Dim MaMhy 




Querent 


so Policy 




Abstract 
















O K.'d. 













Figure 121: A middle western bank requires applicants for loans 
on real estate to furnish complete information concerning the property 
offered as security. Although this sheet does not include all the 
details of a loan, it at least furnishes a key to all necessary information. 



218 



Digitized by VjOOQIC 



APPLICATION FOR LOAN 



CHICAGO— 



T* SHERIDAN 1KUST* SAVINGS BANK OF CHICAGO: 

Y<m are b^ebyamtkorU* to otgatiaU forme* loan of 1 

payable in yean, ta boar mtarest at % . payable temi+nnaoOy, 

oHdenced by principal and Interest matn Undgmoot form If desired), payable In gold coin at your office, 
or place appealed by Uuto,aud socurad by a first umrtgago or trust deed (of yomr usual term}, am IM 
fallowing real mate: 




Bonding maUriatM- 



tmUrior finish- 



TunboM- 



Ham long have yoa oumad tt_ 



Total amount of iau 
Valmoof ground ■ 
Vaineof baOdings - 



Total - ft. 



wnatomsumbruneesasioL. 
Hold by 



Tttte of mmpmt ) in 

Homo at hatband or wife- 
Notts lo be signed by 



A " rntr" frr r* /v Hems r~ r*" '-'i—t* promptly, and —~ *-*— m-j ■ 




I euros b» famish a plat at surrey and a compute satisfactory abotratt , or U 
, 00007001 mud shaming oaU loan ta bo a flat roeard Han, mod authorise yoa ta hoop said Impromsmmts 

* ii^twi/hmhfMtUHftM^ .with km payable to 

trustor or o u wtg agas . Abotrotts, guaranty and Insurance policies ta bo bald tattatarat ta sold laam,mr 
bout by yam mnttt man Is paid. 

In eonsideratime/ my a^pacatime/tUsaa^ 

CHbCMDO t fortk*ustotiatkmofaloaMoft , / agree ta pay att expanses aw 

ad mo rs t made or Incurred for ab s b m. fi . reta r ding , insurance, tamos, or otherwise t hereunder , and to pay 
them as r omm i it t m % on said am — Ummdmttaruay has form 



Amwumu. 



Figure 122: Probably this is one of the most condensed yet inclusive 
styles of real estate loan application blanks in use. It covers the 
essential details, as you see, and includes at the bottom an agreement to 
safeguard the bank in going ahead with the negotiations for the loan. 
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*"1 



INTgRfcST NOTE 

Dkj»aW«dW 



I 



$ _^ rraa.M« 



teadi«aao1aWlha«iaoi W4»| it I 1 4 — ids -d to— . - *» d»e? 

A.DLI9 tfaWgeerfaaal^* Mag* B*^ ■€!■■«*, 



•Tea— t«i . HO> 1 






Figure 123 :• One bank requires all borrow e r* on real estate to sign 
interest notes like the one shown here. This insures prompt payments. 



cmihi, n . .iti — \ 



proa tu to pa? I© the order o f the o tto ci pol sea of 



e*b toesrest tw ioi ii tbtretaoC •% par aoocay payable ha ll f a ailj . o»odt ■ 



.depot. 



eatfl said prtadpal mis tally paid Both principal aed iotorest are payabto la tba geM eote of dot Uahed 
Stow ol America of tbr ym n standard of weight tod fa— s s at the Soorfcaea Treat a Saoiaai Saaa. 
Cafcago, IIHaeto. and bow laterest at the rate of ssoea % pot saaiiai after i— — llj Dafaab hi 
tha pvMrt of oay toto rest to t al—* wkM do* ibaB at tha eptfea of Iho better hereof, erfthoat 
aerfce, reader the priadpal daa Tot ( a t a r i it laetalaeBtt lot said period of isa ^ 

on farther eri deaosd »■» I— — ■ bom* of evee data bsrewfth. Tbc p ay aoa i - 

of ibto aota to ascered by Treat Deed, of eeea date herewith, to W. J. UJNCENSfRC, Traetae, oa 
raal aatoto to tba Chj of Chfeago, Cook Cearty, Illtooto. Tbto aota aad iba Treat [toad ol ora a srd an 
eaeretod aad delivered for tba parposs of botog aofotlalad. aad ft to agrood tbat ao boMor who shall 
have jiarcbawd ft for eetoe bofort aatarity aball. as to tbto aott or tbt boa eroatad by said treat deed.! 
whtoh to taridoat tbarato. bt cbargoabto with aay rights or oaalttos bttww tbr aadaralgaad aad aay , 



y attoreeyot*low is boroby Irrevocably eathorisod to appear for tba oaoofoigeed bi aay 
Coart of Roeord to torn tlma or vecatlea, at aay tfma after awterfty, aad eeafess a todgaoat to favor 
of tbr bolder of tbto aota, for each aaooat as may bo eapald tbereoa. togetbar arfth coots aad roMcwibto 
attoraey*i toes, aad to wafre aad retoeer an arrets which euy totervces la oaf each p ro ca od to g s hereby 
retlf ytag aad coadnatog all that each attoraay nay do by virter hereof 



Figure 124: When an application like that in Figure 122 has been 
accepted, the bank fills out this note and gives it to the borrower to 
sign. It is especially adapted to covering real estate loan transactions. 
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property, and it was not until after the loan was made 
that his omission was discovered. He decided then to 
depend no more on guesswork but to keep a clear record 
of the information gathered from the borrower at the 
time of the application. 

After Figure 121' is properly filled out, the borrower 
is handed an application blank (Figure 122). This 
form of application is especially desirable because it is 
simple and because it shows the conditions under which 
the borrower agrees to furnish the abstract, the title, 
and so on. 

When this application is filled out, it goes to the 
account committee. Should a loan exceed $3,000, the 
members usually place their names on a form if they 
give their approval. The application then goes into 
the file, and notes are made out similar to Figures 
123 and 124. 

The record which is kept of the loan after the mort- 
gage is made (Figure 125) indicates at a glance all of 
the information usually necessary for checking it up. 
On the reverse side of this form appears the amount 
of insurance carried, the number of the policy, and 
other pertinent data. 

Often the customers of this bank may wish to invest 
in real estate mortgage loans, and since the bank 
handles only first mortgages, it aims to keep its inves- 
tors informed on all prime offerings. In order todo this 
satisfactorily, the head of the real estate loan depart- 
ment lists on a typewritten sheet, two or three times a 
week, all new mortgage loans, these being arranged 
according to their size. A small loan, say of $200 or 
$300, appears first on the sheet and the larger loans 
follow. To advise investors of the mortgages which 
are to be offered for sale, a notice (Figure 126) is sent 
out at regular intervals. 

If the investor is interested, he usually brings this 
notice with him when making inquiries at the bank. 
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E EXAMINED BY 


zz\ 


Dm* 


Baaa 


"»•• 


b«MM ««« 



























Figure 125: This looseleaf sheet furnishes a compact and get-at-able 
record of every loan made on real estate. The front (lower) form gives 
all the principal facts about the note, and the reverse side (upper) form 
provides a record of the insurance on the property and also memoranda. 
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As the form is made out in duplicate, it is easy, when 
the investor presents his notice, to refer to a specially 
indexed book, which is divided according to the size 
of the loans, usually in units of $500. For example, 
if an investor wants information about a $5,000 piece 
of property, the officer in charge can turn immediately 
to that section of the index between $5,000 and $5,500 
and tell at a glance exactly what the offering is. 

For figuring interest, it is the practice of this bank 
to check over the loan sheets monthly and to record 
the maturing notes on a daily tickler (Figure 127). 
Thus notes maturing on February 21, for instance, 
would appear together as indicated on the form. 
About three weeks prior to maturity, a notification 
form (Figure 128) is sent out. 

It is worth while noting that this form requests the 
borrower to present his notice at a certain window. 
This helps measurably to simplify his payment of the 
interest, and at the same time to save the customer 
and the bank officers the annoyance of seeking and 
giving directions. 

Since banks of widely varying sizes operate this 
plan, it offers exceptional possibilities for adoption in 
the general run of banks. It is valuable not only 
because of its simplicity in providing for the actual 
handling of the loan, but for its benefit to investors. 

This, of course, is only one of many equally effective 
plans revealed during the country-wide investigation 
of banking methods. Let us turn now to the methods 
employed in another bank of $10,000,000 deposits, 80% 
of which are time and 20% demand. 

"Our plan," says an officer of this bank, "is the 
result of nearly 50 years' experience. It has helped us 
to cut the cost of operation, it has lessened errors and 
has provided quick and satisfactory service to cus- 
tomers. We are constantly striving to cut down and 
to simplify the nuntber of records. Since a loan depends* 
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mainly upon personal appraisal, we start right off by 
making our application form (Figure 129) as brief and 
direct as possible.' 1 

When this application form is filled out, the pro- 
spective borrower is usually eager to know just how 
much money he can get and just when he can get it. 
The bank promptly advises that it will not be at all 
necessary for him to call again for this information as 
it will be sent to him in due time by letter. 

THESE TE8TED SYSTEMS FOR HANDLING REAL ESTATE LOANS 
ARE ADAPTABLE TO ANY SIZE BANK 

The appraisal of the security offered is made by an 
assistant cashier, who looks over the property, com- 
pares the adjoining real estate, and then contrasts the 
annual valuations in that particular neighborhood 
over a period of five or ten years. The condition and 
character of the neighborhood are important considera- 
tions. If, for example, a certain section is in the transi- 
tion stage from residence dwellings to business build- 
ings, a note is made of it in order to determine its 
possible future influence on the property values. 
After all of these details are carefully weighed, the 
assistant cashier submits a report ip the other officers 
of the bank. When the amount the bank is willing to 
lend is decided on, the mortgagor is notified by letter 
and is asked to furnish a complete abstract of the 
property brought down to date. 

If the abstract is found satisfactory, a note (Figure 
130) is drawn up. On the reverse side, space is pro- 
vided for entering all of the serial payments, together 
with the date, the interest, and the principal. 

In order to have a complete account of every mort- 
gage loan available /or quick reference, a record is 
kept in a looseleaf book (Figure 131). As this bank 
negotiates hundreds of mortgages every year, it uses 
this plan effectively^ first ^id in finding the particu- 
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.19. 



SHERIDAN TRUST AND SAVINGS BANK 

KM. BTATC LOAN KPAITMnT 



nit Monutt it offend susjfjt tsfsmn tAii 



SHERIDAN TRUST AND SAVINGS BANK 
■ML OTATE LMH M F M TMOfT 



»-i.w pllwwtl Tottlt- 



m mnrnt/ m n«rind hi M«bat tf nb 



rtOCMT THIS NOTICE AT WINDOW NO. I 



• MtfOpMMtfTHhl 



Saturday. 



.19. 






Ommt Amount WhnPnd Rmmto 



Figures 126, 127, and 128: These three forms have proved especially 
valuable to a suburban bank. The middle larger sheet is used to 
notify customers of offerings for investment; the small slip notifies 
bo rro w ers of notes Hailing due. The large sheet is a daily note tickler. 
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THE DETROIT SAVINGS BANK 

Application For Real estate loan 



The undersigned hereby Kake_*ppUcatioa lo th« orrnotr t 
*Benk"). for a loan of $ &"• year*, with interest at the rate of_ 



mt cent, payable semi-annually, and as security tor the payment of such loan agree — to deliver to said 
Dank note and mortgage collateral thereto (in the Bank's usual form) properly executed and duly and 
legally recorded in the office of the Register of Deeds for Wayne County, mortgaging and warranting lo 
said Bank, free of encumbrance, the real estate hereinafter particularly described, and further agree — 



(1) That undersigned will within SO days after the acceptance hereof furnish a Burton or Union 
Trust abstract of title to said real estate with full tax statements, certified to a date not more than ft days 
prior to the delivery of said abstract to the Bank, showing title satisfactory to Bank's attorneys, which 
abstract and tax statements shall remain in the Bank's possession until the loan is fully paid. 

(I) To pay the cost of examination of abstract in the event that tide is shown thereby is not satis* 
factory, to Bank s attorneys. 

(3) To have the buildings on said property Insured wi\h insurers and to an amount approved by the 
Dank, and to assign and deliver to said Bauk said insurance and the policies representing the same. 

(4) That if the building or buildings on me mortgaged premises arc in construction or if the loan ie 
for the construction of a building not yet started, 

(a) To allow said Bank to advance the amount of said mortgage In such instalments and m such 
, amounts as sworn statements, and releases of liens furnished Bank in accordance with the mechanics' lien 

law shall- show the undersigned entitled to receive consistent with the absolute protection of the priority of 
the mortgage. 

(b) To allow the Bank to charge interest on such sums as may he advanced from the respective dates 
of advancement, and on the whole amount of the principal of the mortgage, whether fully advanced Or 
not, on and after the expiration of 60 days from the execution of the mortgage. 

The undersigned represent., that all the statements made below are true: 

Name of Mortgagor 

Name of wife (or *.««h»»"i) Is title joint? ■ ■ - 

Post office address No St _____ _______ _ __ 



Place of **■--" Occupa t ion— 
Who holds title to premises now 



Legal description of premises to be mortgaged— 



jSt (or Avenue) 



Siscof lot- 



Description of buildings Construction {Sjjffi 
How »»--»«" Basement M** rooms.. 

Occupied " Who Is now is possesskw _ 

What right does occupant have or claim 

. Value of land I 

Vatae of I 




Total $_ 



Are all taxes and a ssessmen ts due against this property paid*. 
1 1, i to whom. 



Has the interest been promptly paid on this above mortgage? . 
For what purpose is money to be used? 



Has said property been sold on land contract >___Jf to, to whom>_ 
Datcd___ «— 



Applicant 



Figure 129: After 50 years of experience a middle western bank 
president has found that applications for real estate loans are far more 
satisfactory when they are simple and direct. He has used this one 
effectively. It uniformly lessens details as compared with many forms. 
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lars of any mortgage on file without loss of time. It 
is in reality a summary of the data on the loan register, 
which is a ponderous volume almost constantly in use. 

A stub attached to the interest notice (Figure 132) 
simplifies the work of the bookkeeper. The borrower 
brings this notice to the bank when he makes a pay- 
ment. The stub is than detached and goes to the 
bookkeepers for their guidance in making the proper 
entry on the records; the other section is returned to 
the borrower who holds it as a receipt. Thus the 
transaction at the wicket is really narrowed down to 
the removal of the stub and the receipting of the main 
part of the notice. 

After the stub is turned in, a simple and definite 
record is at hand for the register (Figure 133). It is 
worth while noting that the register sheet supplies all 
of the details concerning the condition of each mort- 
gage loan. A separate sheet is used for each loan, all 
the sheets being bound in a looseleaf ledger. A sep- 
arate division is made for the principal account and for 
the interest account. Other general information relat- 
ing to the loan is also supplied, so that the mortgagee 
or the bank can tell at a glance how the loan stands. 

"By using this form of register," says an officer, 
"one clerk and an assistant are able to handle the 
accounting details of all our real estate loans, and 
even then they have time enough to spare to do extra 
work. We find that the use of this method also serves 
to eliminate errors because of its simplicity. It also 
provides for us a quick and accurate means of check- 
ing the business." 

Naturally enough, handling interest for the heavy 
volume of real estate loan business in this bank re- 
quires a fairly close checking of details, and to make 
the work easier, an interest tickler (Figure 134) is 
provided. It consists of 180 pages, 30 for each pair 
of months, six months apart. 
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aditwaj 



Figure 130: Here it a particularly striking real estate mortgage note, 
an account of its simplicity. It states briefly the borr ow er's obligation 
and includes all details to be incorporated in a promise to pay. 
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Tfl»tV«l«tloo.1L. 



&S*_ 



Figure 131: A looseleaf mortage loan book has saved this banker 
a considerable amount of time. In this way he keeps complete infor- 
mation at hand without constant refer e n ce to the loan register. 
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As interest is coming due every day in the year, this 
tickler is a valuable record. 

The clerk who sends out the interest due notices 
takes a block of blanks (Figure 132) and turns to 
the required date, say June 2, in the tickler. Then 
he stamps in the due-date space, on as many blanks 
as there are live numbers, the date of interest matur- 
ity. For instance, for the June 2 page, 11 blanks will 
be stamped in this way, and the mortgage number 
will be inserted in the proper spaGe on the notice. A 
single checkmark is made when the work is done. 
The clerk then goes to the register, turns to the proper 
page, and fills in on the notices the interest, the name, 
and so on for each. For the December 2 notices this 
same page is used and the checkmarks are made in the 
second space in the year column. Following up about 
a month later for delinquents, the first checkmarks 
are cross-checked, showing that the payment or non- 
payment of interest has been taken care of. 

The advantages of this tickler are, first, the ease with 
which the interest due notices can be filled out, and 
second, the readiness with which information as to 
notification and follow-up can be had. The bank finds 
it is less cumbersome than a card system. 

In many banks, especially in the small ones Where 
real estate loans are only a minor part of the business, 
the application and the register represent the principal 
processes. Thus, in a small eastern trust company 
a simple form of application (Figure 135), showing a 
plat for convenience in locating the property offered 
for security, is the only record outside of the register. 
Of course, there is the note, the interest notice, the 
mortgage, and so on, but these are standardized forms. 

This bank has adopted a method of participation 
investment for customers,- which may be widely used. 

"We found," says an official, "that our customers, 
especially women, had, from time to time, sums of 
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Figures 132 and 133 : The stub attached to the interest due notice on 
the small form reduces the bookkeeping routine of a middle weste r n bank. 
From it the necessary entries can be made on the register (large form). 
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Figure 134: A convenient mortgage interest tickler like this shows 
when the interest due notice has been sent and the payment made. 
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Figure 135: A small eastern trust company has devised this unusual 
but satisfactory real estate loan application blank. In addition to 
the questions, a plat shows the location of the propert y offered as 
security. This plan can be used to advantage in many banks, 

231 



Digitized by VjOOQ IC 



232 WAYS TO INCREASE EARNINGS 

money to invest in bonds and mortgages, but either did 
not have the exact amount of a particular mortgage 
or did not wish to be burdened with the details of 
examining the property, attending to the collection of 
the interest! or to the renewal of the insurance. We 
therefore adopted a plan of selling participations in our 
mortgage loans. 

Suppose the applicant has $500, or a multiple thereof, 
that she desires to invest. The bank submits a list of 
available mortgages, and when a choice has been 
made, assigns a participation in the one selected, 
bearing, say 5%, the bank receiving 5J^ or 6% from 
the customer. These mortgages are taken primarily 
for the investment of the bank's funds. The property 
is carefully appraised, the title searched, and aU regular 
formalities are properly attended to. Promptly on 
the dates, December 1 and June 1, the bank sends its 
check to the investor for the amount due, even though 
the borrower delays payment of interest for a few 
days. Then the bank agrees with the purchaser of the 
participation that if, during normal times, she wishes 
to use the money so invested, it will take back the 
participation with interest to the date on which it is 
returned. This provides the purchaser with an invest- 
ment, drawing 5% interest from the date of purchase, 
in a mortgage, the title of which has been carefully 
searched and all details properly handled. 

This method has become popular, especially with 
women who are not familiar with business details, and, 
besides providing an attractive means of serving 
women customers, it brings more business to the bank. 

It is probable that some banks are overlooking these 
opportunities. This chapter shows how a banker can 
inject new life into the real estate loan department and 
how he can make its effective operation serve to bring 
additional business. 
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CHAPTER XVI 
HANDLING THE HOME BUILDER'S BUSINESS 

A CERTAIN Iowa bank won profitable business 
by lending to home builders on a simple and tan- 
gible plan providing for repayment by instal- 
ments. Ordinarily the idea might sound impracticable 
for the banker, yet it has been tested in varying forms, 
not only by this bank but by a number of others in var- 
ious cities. It has proved worth while not only in point 
of actual earnings, but has also stimulated general busi- 
ness by giving customers a stronger incentive to save. 
Investigation has indicated, of course, to those who 
have studied the subject carefully, that building and 
loan associations have largely covered the field of 
financing the. home builder, for the reason, no doubt, 
that repayment under this method is by instalments 
over an extended period. In some instances, however, 
the interest rate is said to have been so high that it 
lessened the complete success of the plan. 

The methods used by the Iowa bank are, therefore, 
of exceptional interest, for they suggest opportunities 
for other banks to encourage savings and gain new 
customers in a field into which they might ordinarily 
hesitate to enter. Its plan for instalment payments 
on loans is set forth in attractive literature like that 
illustrated on page 147 of the volume on advertising 
and service, which the bank distributes over the 
counter and through the mail. 

When a prospect wishes to borrow money to buy or 
build a new home, or remodel the old one, he is offered, 
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Figure 136: After the home builder's application has been accepted 
the bank fills in the mortgage form like this which the borro w er signs 
in the usual way. The bank thus is protected in making the loan. 
The blank is illustrated because of its simplicity and completeness. 
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BACKING THE HOME BUILDER 235 

of course, the alternative of a straight loan, granting 
his credit is adequate, or one providing for monthly 
repayments as suggested above. The instalment plan 
has proved effective in gaining the attention of bor- 
rowers. Loans of this kind usually are made in amounts 
running from $500 to $3,000, although the average 
during the course of a year was $933. 

Let us say that a working man wants to borrow 
$800 to improve his home. He calls at this bank 
and receives an application blank to fill out. He 
answers any further questions which the banker may 
ask about his financial condition, and if these details 
are satisfactory, he signs a mortgage (Figure 136) and 
also a regular note with a monthly payment agree- 
ment attached (Insert VIII). It provides that on each 
$100 borrowed he pay $1.25 a month for 120 months 
(or 10 years), this amount to mature both principal and 
interest. After he signs up, he receives a pass book 
(Insert VIII) which bears the number of the loan and 
the number of the account, together with the amount 
of the required monthly payment. When he makes 
the payments, the bank enters them in this pass 
book. Of the monthly payment of $1.25, 60 cents 
goes into a deposit on which dividends or interest are 
allowed, and 65 cents goes to pay the interest on the 
loan, thus making a borrowing rate of 7.8%. 

To take care of the accounting expeditiously, a 
looseleaf ledger is used (Insert VIII). On this sheet is 
a column for the total interest and the total deposit. 
The clerk proving this ledger has to check up on the 
sheet these two items. 

Every six months the bank allows the customer 
interest on the total deposit account. The correct 
amount is found by adding the totals of each month, 
dividing the result by 2, and pointing off two places. 

When the customer wishes to make a deposit, the 
bank provides a special form of deposit ticket (Figure 
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No. 



Account No.. 



Home-Builders Loan Department 
Washington Loan and Trust Company* 



CREDIT 



Deposit Interest Total 



Figure 137: This it the credit deposit slip which the bank 
handle the accounts of customers making payments under the 1 
builders 9 plan. It is a handy recoil for the teller to check up his work. 



NO, 102 NAME Charles Gates. 



ADDRESS Washington. Iowa. 



Dated 1-1-18 Due 1-1-28 



$800 



Amount of Loan 



•10 



Monthly Paynent 



Figure 138: The loan department keeps a card index record of each 
borrower, entering the chief facts of the transaction as shown above. 
This card is especially valuable for reference to customers at any time* 
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WITHDRAWAL VALUE AT THE END OF EACH YEAR 
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Figure 139: This table used by a southern banker shows how much 
depositors are entitled to of principal and interest at 6%, at the end of 
each year on monthly deposits of from $1 to $10. It saves a lot of time. 
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Figure 140: The table shown here is a continuation of Figure 139, 
except that class D provides for regular savings and class C for savings 
bonds. These cards visualise interest earnings on the various accounts. 
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238 WAYS TO INCREASE EARNINGS 

137), which shows the teller the number of the loan, 
the number of the account, the amount of the deposit, 
the interest, and the total. On the day that the 
banker credits up the dividend interest allowed, he 
deducts all the interest the customer has paid as 
shown in the total interest column and credits it to 
the interest account in the general ledger. The 
amount of dividends allowed, he charges to interest 
paid. At the end of 10 years the total deposit column 
should amount to the face of the loan. The bank, 
therefore, charges this figure out of the deposit column 
and cancels the loan. Nothing is ever credited on the 
loan until it has matured, when, as indicated, it is 
automatically canceled. 

The ledger sheet shown in Insert VIII is used both 
as a loan register and as a deposit register. The loans 
are all entered numerically and a complete record of 
the transaction is made at the top of the ledger page. 
This record remains unchanged until the loan is paid. 

An alphabetical card index is also kept, as indicated 
in Figure 138. This card gives the date of the ma- 
turity of the loan and the amount of the monthly 
payment. Thus the ledger sheet and the card index 
are the only two strictly accounting records required. 
All papers covering the loan are placed in a heavy 
manila envelop and filed alphabetically in the vault. 
In order to simplify the bookkeeping and to see that 
each payment is made promptly, the deposit tickets 
are made out along toward the end of the month and 
then put in a file in the teller's cage. When a pass 
book comes in, the teller finds it easy to glance at the 
number on the book, pull out the corresponding slip 
in the file, compare the amount on the slip with that 
in the book, to be sure that it is for the right aftnount, 
and then date it. On the fifth of the month he checks 
up the slips left in the file to see if any have been 
paid, and then notifies the delinquent borrowers. 
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BACKING THE HOME BUILDER 239 

The bank also accepts savings in this home builders' 
department and pays 6% interest. For example, a 
depositor may have $100, $500, $1,000, or any amount 
in even hundreds of dollars, which he wishes to put 
out at a profitable rate of interest. He can deposit 
it and receive dividends at the rate of 6% annually, 
payable semiannually, January 1 and July 1. He may 
withdraw these dividends or, if he wishes, may leave 
them to accumulate at the same rate as the principal, 
which is due for payment ten years from the date 
when it was deposited. The money is always subject 
to withdrawal according to the tables showing with- 
drawal values (Figures 139 and 140). 

FAR-SEEING BANKERS ARE TAKING ADVANTAGE OF THE 
POSSIBILITIES OP FINANCING THE HOME BUILDER 

For salaried people or others who wish to put away 
a fixed sum and leave the principal and interest to 
accumulate for ten years, the bank issues savings 
bonds, called "Series C." These bonds are issued 
at any time in multiples of $56 and mature at $100 
or its multiples, provided no dividends are withdrawn 
during the period. In other words, if the customer 
deposits $56 with the bank, he receives $100 in ten 
years; if he deposits $560 he receives $1,000. All 
deposits in the department are subject to withdrawal 
privileges as indicated in the rules (Figure 141). - 

The accounts which are drawing 6% interest are 
entered on ledger pages having only three columns, 
"the deposit, " "the dividend," and "the total." 
These ledger sheets are kept in the binder with the 
loan sheets, already described, but are designated as 
account numbers instead of as loan numbers. The 
total deposit of these savings is kept in the same 
account in the general ledger as the total loan deposit, 
because both are allowed the same rates of interest and 
receive virtually the same amount of clerical attention. 
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Rules of the Home-Builders Loan Department of the 
Washington Loan fc Trust Company, of Washington, la.. 
governing Debenture Accounts and Loans. 

1. Debenture Feature. All payments into this Depart- 
ment are kept separate from the other funds of die Trust 
Company, and all notes and securities are deposited under 
contract (to which reference is hereby made) with the 
Trustees appointed by the Company to hold said securities 
for the benefit and protection of the patrons of the Depart- 
ment. 

2. Monthly Payments. Monthly payments on the 
accounts of borrowers shall be made in accordance with the 
Monthly Payment Agreement attached to the note; and in 
the case of investors, according to the Contract included 
herein. Larger payments than those specified may be made 
at any time, which shall be entitled to proportionate divi- 
dends and may be used to hasten the maturity of loans; or, 
in the case of investors, to increase the amount guaranteed 
in the Contract. 

3. Single Payment*. Single payments of any amount in 
even hundreds will be received, to which additions may be 
made, but are not required. 

4. Dividend*. Dividends shall be apportioned on January 
1 and July 1 of each year to all monthly accounts not in 
arrears, sufficient in the case of investors to mature the sum 
named in the Contract at the time stated; and in the case 
of borrowers, to provide for the full payment of the loan at 
maturity. No dividends will be apportioned or paid on 
accounts in arrears. On single payment accounts, dividends 
for full calendar months at the rate of $3.00 per $100 for each 
six months shall be credited at same dates, which may be 
withdrawn or left to accumulate at the option of the in- 
vestor. 

5. Withdrawal by Investor. If there is no indebted- 
ness to the Trust Company, accounts not in arrears may be 
withdrawn in whole or in part at any dividend date on 30 
days written notice specifying the amount to be withdrawn. 
In case of withdrawal, as above provided, annual interest 
for full calendar months shall be paid on the amount with- 
drawn at the following rates, which shall be in lieu of all 
dividends: 



Figure 141 : One of the important features of a home builders' loan 
plan is to have every borrower understand thoroughly just how it 
works out. Unless every provision of the transaction is perfectly 
piain, dissatisfaction is more than likely to arise among customers to 
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If within 2 years , 4 % 

From 2 years to 4 years * « *• 4^ % 

From 4 years to 6 years 5 % 

From 6 years to 8 years ♦...,. S\% 

After 8 years 6 % 

The time in the above table will be computed from the 
first dividend date after the account was opened. Accounts 
in arrears may be withdrawn under the above provisions, 
except that interest will be allowed on such accounts only 
to the date on which payments became delinquent. 

6. Loan Value* Unless otherwise pledged accounts shall 
be entitled to loans by holders thereof up to 90% of the 
withdrawal value, at the current rate of interest charged for 
real estate loans in this Department. 

7. Alignment*. Accounts may be assigned, but no 
assignment shall be valid without the consent of the Trust 
Company endorsed thereon and said Company shall have 
the right to apply an account to the payment of any indebt- 
edness due it from the holder thereof. 

8. Cancelation, In case this Department shall 
accumulate funds in excess of the demand for loans in 
accordance with its rules, or if for any reason it is deemed 
expedient, the account not being security for any loan, the 
Trust Company expressly reserves the right to pay any 
account in full on any dividend date on 30 days' written 
notice. In case of such notice the investor shall receive the 
rail amount of all dividends credited up to the time the 
account is called for payment, and thereafter no dividends 
or interest shall accrue thereon. 

9. Jtoi/iafa reman f. Monthly Payment Accounts not 
more than three months in arrears may be reinstated by the 
payment of the amounts delinquent and an equal number of 
payments in advance; or by the payment of the several 
amounts due with 8% interest. 

10. Prepayment of Loan: All loans with Monthly 
Payment Agreement may be paid before maturity on 
January 1 or July 1 in any year on 30 days' written notice. 
In case of such prepayment the borrower shall be charged 
with interest to date of payment and shall receive credit for 
the withdrawal value of his account, as provided in para- 
graph 5. 

11. Minora. Accounts in this Department opened and 
maintained by minors shall be subject to their exclusive 
control unless otherwise stated in the Contract. 



the direct disadvantage of the bank. To cover this important point 
thoroughly* this bank distributes to b o r r o w er s printed rules like those 
which are illustrated here. Note particularly the way in which each 
provision is numbered and emphasized by the heading! in italics* 
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242 WAYS TO INCREASE EARNINGS 

When the hank makes a loan, it deposits the note 
and mortgage, which have been taken as security, with 
the same trustees who hold the securities backing the 
bank's debenture bonds, and, as a matter of safety, 
the bank agrees to back up the deposits in the home 
builders' department with mortgages in an equal or 
greater total amount. One of the really important 
advantages of thi3 plan is that it reaches out for the 
small borrower and provides worth-while banking 
facilities for him in much the same way that the 
"Christmas savings club" performs a definite function 
for the small saver. 

Since the method of handling the security is similar 
to the debenture bond plan, the bank is relieved of 
having to carry a large cash reserve on hand, which 
enables it to lend the full amount of money and at the 
same time to pay the depositors a higher rate of interest. 

This, then, describes a proved method for keeping 
funds safely and profitably invested, especially when 
money is plentiful. Ordinarily, of course, most country 
bankers are fairly successful in placing the greater part 
of their available funds to advantage. Often, too, 
banks control a building and loan association, operating 
somewhat on the lines outlined, as a subsidiary. This 
helps to increase profits, while bearing a proportionate 
share of the operating expense. Usually, however, 
when deposits begin to soar, due perhaps to increased 
activities in manufacturing centers or increased prices 
paid to producers of living necessities, the profitable 
disposal of the accumulating surplus receives careful 
planning and foresight. 

Under these circumstances, the banker often finds 
that he can call upon his city correspondent for pur- 
chasable loans, acquire commercial paper in the open 
market from note brokers, or put his money in munici- 
pal bonds, or in other equally safe and profitable invest- 
ments. But perhaps the reserve city bank is unable 
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Figure 142: A home builder's application for an instalment mort- 
gage loan should be very inclusive, according to the opinion of one pro- 
gressive banker who uses this style effectively. It provides for a com* 
plete description of the pr op e rty given as security and other data. 
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to furnish the required amount in loans, or the commer- 
cial paper market lacks attractive offerings. It is, 
then, essential for the banker to find some other form 
of investment, such as the home-building plan which 
has been described above. 

Another successful method of meeting these occa- 
sional market shortcomings is a Pennsylvania trust 
company's instalment mortgage plan for investing its 
surplusage to yield a reasonable return, and at the same 
time be fairly liquid. 

While this bank under its charter is permitted, like 
many similar financial institutions, to purchase mort- 
gages, it had previously taken them primarily for the 
purpose of investing its trust funds. Since one of the 
fundamental principles of the banking business is, of 
course, to avoid tying up funds in long-time loans, and 
possibly meeting difficulty in liquidating them in case 
of a stringency, further investment in mortgages seemed 
almost prohibitive. It was on this account that the 
instalment mortgage idea, which will now be described, 
was put in force. 

This mortgage provides for its repayment to the bank 
on small monthly instalments which reduce the prin- 
cipal by a definite and reasonable method. It thus 
creates for the banker an investment which is gradually 
but surely liquidated and which nets a larger income 
than average loans produce. At the same time it offers 
an attractive type of loan to small borrowers. By it 
this bank has built up an added list of desirable cus- 
tomers who let no opportunity go by to» advertise the 
rather unique service. If there were only a slight 
profit on the loans, the idea would still be worth while 
because of the general business it brings in. The 
bank fixed upon a mortgage running 10 years and 
requiring a monthly payment of $11.15 on each $1,000. 
The following table shows how this payment of $11.15 
is applied during the life of the loan : 
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FIRST YEAR 




Month 


Instalment 


Interest 


Balance 


1 


$6.15 


$5.00 


$993.85 


2 


6.18 


4.97 


987.67 


3 


6.21 


4.94 


981.46 


4 


6.24 


4.91 


975.22 


5 


6.27 


4.88 


968.95 


6 


6.30 


4.85 


962.65 


7 


6.34 


4.81 


956.31 


8 


6.37 


4.78 


949.94 


9 


6.40 


4.75 


943.54 


10 


6.43 


4.72 


937.11 


11 


6.46 


4.69 


930.65 


12 


6.50 


4.66 


924.15 




SECOND YEAR 




Month 


Instalment 


Interest 


Balance 


13 


86.53 


$4.62 


$917.62 


14 


6.56 


4.59 


911.06 


15 


6.59 


4.56 


904.47 


16 


6.63 


4.52 


897.84 


17 


6.66 


4.49 


891.18 


18 


6.69 


4.46 


884.49 


19 


6.73 


4.42 


877.76 


20 


6.76 


4.39 


871.00 


21 


6.79 


4.36 


864.21 


22 


6.83 


4.32 


857.38 


23 


6.86 


4.29 


850.52 


24 


6.90 


4.25 


843.62 




THIRD YEAR 




Month 


Instalment 


Interest 


Balance 


26 


$6.93 


$4.22 


$836.69 


26 


6.96 


4.19 


829.73 


27 


7.00 


4.15 


822.73 


28 


7.04 


4.11 


815.69 


29 


7.07 


4.08 


808.62 


30 


7.11 


4.04 


801.51 


31 


7.15 


4.00 


794.36 


32 


7.18 


3.97 


787.18 


33 


7.21 


3.94 


779.97 


34 


7.25 


3.90 


772.72 


36 


7.29 


3.86 


765.43 


36 


7.32 


3.83 


758.11 
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Month 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Month 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 



Month 

61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 



FOURTH YEAR 


Instalment 


Interest 


$7.36 


S3.79 


7.40 


3.75 


7.43 


3.72 


7.47 


3.68 


7.51 


3.64 


7.55 


3.60 


7.58 


3.57 


7.62 


3.53 


7.56 


3.49 


7.70 


3.45 


7.74 


3.41 


7.78 


3.37 


FIFTH YEAR 


Instalment 


Interest 


$7.81 


S3.34 


7.85 


3.30 


7.89 


3.26 


7.93 


3.22 


7.97 


3.18 


8.01 


3.14 


8.05 


3.10 


8.09 


3.06 


8.13 


3.02 


8.17 


2.98 


8.21 


2.94 


8.25 


2.90- 


SIXTH YEAR 


Instalment 


Interest 


$8.30 


$2.85 


8.34 


2.81 


8.38 


2.77 


8.42 


2.73 


8.46 


2.69 


8.50 


2.65 


8.55 


2.60 


8.59 


2.56 


8.65 


2.52 


8.68 


2.47 


8.72 


2.43 


8.76 


2.39 



Balance 
$750.75 
743.35 
735.92 
728.45 
720.94 
713.39 
705.81 
698.19 
690.53 
682.83 
675.09 
667.31 



Balance 
$659.50 
651.65 
643.76 
635.83 
627.86 
619.85 
611.80 
603.71 
595.58 
587.41 
579.20 
570.95 



Balance 
$562.65 
554.31 
545.93 
537.51 
529.05 
520.55 
512.00 
503.41 
494.78 
486.10 
477.38 
468.62 
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Month 
73 
74 
75 
76 
77 
7& 
79 
80 
81 
82 
83 
84 

Month 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 



Month 

97 

98 

99 
100 
101 
102 
103 
104 
105 
106 
107 
108 



SEVENTH YEAR 
InstalmeD Interest 



18.81 


$2.34 


8.85 


2.30 


8.90 


2.25 


8.94 


2.21 


8.98 


2.17 


9.03 


2.12 


9.08 


2.07 


9.12 


2.03 


9.17 


1.98 


9.21 


1.94 


9.26 


1.89 


9.30 


1.85 


EIGHTH YEAR 


Instalment 


Interest 


$9.36 


$1.80 


9.40 


1.75 


9.44 


1.71 


9.49 


1.66 


9.54 


1.61 


9.59 


1.56 


9.64 


1.51 


9.69 


1.46 


9.73 


1.42 


9.78 


1.37 


9.83 


1.32 


9.88 


1.27 


NINTH YEAR 


Instalment 


Interest 


$9.93 


$1.22 


9.98 


1.17 


10.03 


1.12 


10.08 


1.07 


10.13 


1.02 


10.18 


.97 


10.23 


.92 


10.28 


.87 


10.33 


.82 


10.38 


.77 


10.43 


.72 


10.49 


.66 



Balance 
$459.81 
450.96 
442.06 
433.12 
424.14 
415.11 
406.03 
396.91 
387.74 
378.53 
369.27 
359.97 

Balance 
$350.62 
341.22 
331.78 
322.29 
312.75 
303.16 
293.52 
283.83 
274.10 
264.32 
254.49 
244.61 

Balance 
$234.68 
224.70 
214.67 
204.59 
194.46 
184.28 
174.05 
163.77 
153.44 
143.06 
132.63 
122.14 
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TENTH YEAR 
Month Instalment Interest Balance 

109 $10.64 10.61 $111.60 

110 10.59 .56 10L01 

111 10.64 .51 90.37 

112 10.70 .45 79.67 

113 10.75 .40 68.92 

114 10.81 .34 58.11 

115 10.86 .29 47.25 

116 10.91 .24 36.34 

117 10.97 .18 25.37 

118 11.02 .13 14.35 

119 11.08 .07 3.27 

120 3.27 .01 

This table showB concisely the balance due semi- 
annually during the life of the loan and indicates the 
regularity with which it is reduced: 

6 months, balance due $962.65 

1 year, balance due 924.15 

1}4 years, balance due 884.49 

2 years, balance due 84.362 

2)4 years, balance due 801.51 

3 years, balance due 758.11 

3)4 years, balance due 713.39 

4 years, balance due 667.31 

4)4 years, balance due 619.85 

5 years, balance due 570.95 

5)4 years, balance due 520.55 

6 years, balance due 468.62 

6)4 years, balance due 415.11 

7 years, balance due 359.97' 

7H years, balance due 303.16 

8 years, balance due 244.61 

8)4 years, balance due 184.28 

9 years, balance due 122.14 

9)4 years, balance due 58.11 

10 years, balance due nothing 

As the payment of $11.15 a month for 120 months 
amounts to $1,338, the depositor is actually paying 
$338, or a trifle over 3% interest on the mortgage dur- 
ing the life of the loan. 
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Figure 143: On the other side of the sheet shown in Figure 142, the 
committee which passes on the instalment mortgage application enters 
its report as indicated above. The attorney's certificate and the figures 
on the distribution and disbursement of the loan are also included. 
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Figure 144: This simple mortgage form used for loans granted to 
home builders has been particularly valuable to a Pennsylvania bank. 
It covers every necessary detail regarding the loan so that the bank 
quickly gains a clear understanding of the terms of payment and so on 
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without referring to the general records. This is one instance where 
far-fetched technicalities have been replaced by clear wording — a plan 
that is now widely adopted and encouraged among the progre ssi ve 
banks in the country. The arrangement of the wording is interesting. 
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When the borrower applies for funds under this plan, 
he is handed an application form. This is reproduced 
in Figure 142. Besides furnishing an accurate descrip- 
tion of the property, the form also provides for detailed 
general information of value to the bank. 

On the reverse side (Figure 143) there are spaces for 
the report of the committee which passes on the appli- 
cation, for the certificate of the attorney, and for the 
distribution and disbursement of the loan in detail. 

A SYSTEM THAT ENABLES THE BANKER TO TELL AT A 
GLANCE THE CONDITION OP A LOAN 

A mortgage like that shown in Figure 144 is then 
drawn up and, after this is negotiated, the amount of 
the loan is passed to the credit of the borrower who 
receives a pass book covering the account. This pass 
book shows at a glance the condition of an account 
from month to month and is, therefore, of special value 
to the bank as well as to the customer in determining 
the exact conditions of the loan at any time. 

The bookkeeping task incidental to this plan is 
simplified by the use of a looseleaf ledger form (Insert 
IX) which provides for the entire history of each 
individual loan together with a tabulation of payments 
entered on both the front and reverse sides, interest 
payments, and balance for every month in the year. 
As each side of the sheet allows a record of this sort for 
six years, the form really provides for a period of 12 
years. A glance at the record will disclose the con- 
dition of the account at any time. 

There is a further advantage also of keeping all the 
desirable notations on a single sheet. In any loan of 
this type, it is essential to keep track of the payments 
of insurance and taxes on the property held as security. 
When the borrower makes a payment, it is noted on a 
form like Insert IX which gives the amount credited 
to principal, the tax receipts shown, and the balance. 
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Figure 145 : The instalment bond reproduced here it successfully used 
in connection with the mortgage plan illustrated on the previous pages 
and doubtless can be adapted to many banks. It shows how readily 
this type of obligation can be set forth in a comprehensive way. 
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There is this difference between the mortgage loan 
described and the ordinary building and loan plan: 
The bank imposes no fines in the event the borrower 
fails to meet the monthly payments, but the debt 
becomes due within 15 days and a foreclosure action 
can then be commenced. Ordinarily under the build- 
ing and loan practice, a foreclosure cannot be started 
until the default has continued over a period of six 
months. Under the mortgage instalment plan, no 
premium is charged and there is a reduction in the 
amount of interest monthly, with a corresponding 
increase in the amount credited to the principal. The 
borrower pays 6% on the actual amount of money 
still owing, instead of paying a stipulated amount of 
interest, and receiving in return dividends declared 
from time to time somewhat as on insurance premiums. 

"This plan has enabled us to place considerable 
money at the usual rates of 6%," says this Penn- 
sylvania banker. "Our money is well secured and 
at the same time we are assured of regular reductions 
on the loans. We adopted this method principally 
because we had many customers wanting to make 
partial payments on straight mortgages that would 
run from three to five years. Previously we charged 
these mortgages out of our banking department and 
set them over to our trust department. This caused 
much additional work in order to accommodate our 
customers, and it convinced us that we should have 
some form of mortgage that would carry partial 
payments without upsetting our records in the trust 
department. The plan we now use has minimized 
the work and solved our difficulties. " 

What we have just read suggests by actual example 
how the banker may cooperate profitably with the 
home builder and put idle money to good use, while 
at the same time reducing routine. Doubtless the 
plan can also be successfully adapted by other banks. 



Digitized by VjOOQ IC 



CHAPTER XVII 
HOW SAVINGS ACCOUNTS CAN HELP 

WHEN too large a proportion of its funds lies 
idle in a bank's vaults, the resulting loss in 
earnings often can be traced to lack of fore- 
sight and to a mistaken idea that proper attention to 
credits, and to the making of good loans for the imme- 
diate present, is all that is necessary. Overcautious 
attention to credits undoubtedly minimizes the losses 
on bad loans, but does not necessarily put all of the 
idle money to work profitably. 

Take, for example, the country bank in which time 
deposits represent 60% of the total, and demand de- 
posits 40%. It is apparent that its large proportion of 
savings funds needs to be wisely handled if it is to 
be turned over profitably. 

In the ordinary small bank doing a general com- 
mercial business, it is not unusual to find that the 
savings funds represent 50% or more of the total 
deposits. The savings department, therefore, exerts 
a sharp influence on the lending capacity of the bank, 
and earnings will depend correspondingly upon the 
effectiveness with which it is administered. 

This is accomplished in a number of ways. A middle 
western bank keeps all of the old savings account 
books of its depositors in a big vault reserved espe* 
cially for the purpose. It has found that customers 
who have for some reason withdrawn their savings 
deposits, often return later to reopen their accounts. 
It was the practice formerly to make out a new signa- 
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ture card, on such occasions a new ledger card, and 
also issue a new passbook. 

When a customer comes in now to open an account, 
he is first asked if he ever had an account before. 
If so, his old pass book is brought from the vault. 
The original signature card is attached to the pass 
book so that in replacing the account it is necessary 
only to reinstate the signature card in the live files and 
enter the new deposit in the old pass book. 

Thus, the bank is able to accomplish several essential 
results without loss of time or unnecessary use of new 
stationery. By keeping the old books, it always has 
available an accurate line on the customer without 
asking many questions. The plan eliminates, too, the 
necessity of compelling the customer to go through the 
routine required in opening an entirely new account, 
thus improving the service, and, finally, cuts the cost 
of doing business and reduces the supply bills. 

This plan, although comparatively insignificant in 
itself, is nevertheless of decided value and importance 
because probably no department of the bank needs 
economy of operation more than the savings depart- 
ment, owing to the large number of customers and the 
activity of the many small accounts. Of course, in 
large city banks, where many savings accounts may 
be more or less transient, it may not be practical to 
keep the pass books. However, the signature cards 
are permanently filed. 

With the fruition of many successful plans and 
methods for developing new business, as described in 
the volume on advertising and service, it is essential 
for the bank which has a savings department to adopt 
methods to safeguard its needs and also provide short 
cuts for handling rapidly growing business. Just in 
this way does it make lending more profitable. 

It is worth while noting here that in some states 
nearly all of the savings banks are mutual corporations 
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conducted solely for the benefit of depositors. It is 
necessary, therefore, that their business be carried on 
in the most economical manner. Any method which 
simplifies the accounting or minimizes labor, is of 
value. Investigation indicated that the card system, 
in its various forms, has been incorporated in the 
equipment of many enterprising baoks with uniformly 
satisfactory results. 

In describing the practical uses of card systems in 
savings bank accounting, it is interesting to note the 
advantages of having signatures, and other sources of 
identification, simply recorded. Banks require a new 
depositor to enter his signature, and to give certain 
information for future identification. These cards 
vary in make-up to suit each bank. 

Previous to the introduction of its card system, this 
bank had two or three ponderous, unwieldy books. 
First, there was the signature book, in which each 
depositor was required to write his name. This con- 
tained, consecutively, the signatures of all depositors 
from the first on down. Then came the identity book, 
in which was recorded the information for the cus- 
tomer's identification; and last, the index, which 
contained in alphabetical order the full names of all 
depositors. In some banks the first two books were 
combined in one. In some, also the identifying infor- 
mation was first written on blank forms to be copied 
later into the book. 

Thus, for each depositor, three or more distinct 
records were required. It was necessary that these 
volumes be placed within reach of the teller for imme- 
diate reference, though of course only a small per- 
centage of the accounts thus represented were active. 

Note how an eastern banker saves time and labor 
by using a card system. The three books are replaced 
by two neat cabinets which together require no more 
counter space than one book. One cabinet contains 
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cards of "live" accounts only, like that shown in 
Figure 146. The illustration explains itself. The cards 
are arranged consecutively and combine the signature 
with the identification information. When an account 
is closed the card is filed away with the pass book. 

The other cabinet contains the cards of joint accounts 
(Insert X), which are arranged alphabetically. Both 
cabinets are placed within easy reach of the teller's left 
hand and he can, even without so much as laying down 
his pen, turn quickly to the desired card with consid- 
erably less trouble than under the old system. 

HOW ONE BANK KEEPS TAB ON THE TREND OF 
SAVINGS ACCOUNTS 

After the signature and identification cards are made 
out, the account is entered on the ledger which con- 
sists of another set of cards (Insert X) alphabetically 
arranged in specially constructed racks to permit 
quick reference. These cards are 5 by 8 inches in size 
with regular ruling to show the date, the deposits, the 
withdrawals, and the balance. At the top of each card 
are placed small tabs, numbered in decimal lots, 1, 2, 3, 
4, and so on, and behind each tenth card is placed a 
guide card, numbered to indicate these decimal 
divisions. Thus any account may be located at once 
by number or its absence from the files readily detected. 
This exact numerical index affords not only speed in 
posting, but ready access by the paying teller when 
he compares the pass book with the balance on the 
original ledger before allowing a withdrawal. 

It will be noted that as accounts expand, new ledger 
cards may be inserted directly back of the original 
card, permitting entries indefinitely. The open accounts 
are filed in a cabinet of sufficient size to meet everyday 
needs. One or two drawers only are reserved and 
labeled "closed," and in these the ledger cards of 
every closed account are filed, thus eliminating from 
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Figure 146: Instead of having the customer sign a separate agree- 
ment to the bank's rules, the aavinga account signature card auto- 
matically shows this acceptance at the top, thus saving in routine. 
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Figure 147: So that there may be ho doubt about the interest earned 
on deposits, one bank furnishes each customer a slip like this each half 
year to show month by month what amount of interest he is entitled to. 
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the files which are in actual use, every inactive or 
withdrawn account. 

The journal consists of a 4 by 6-inch card. In the 
credit and debit columns of its perforated edge, entries 
are made from the customer's original deposit dips and 
vouchers. Footings at decimal intervals are extended 
proving summary. In checking the posting (which 
has also been made from the original deposit tickets 
and vouchers), the perforated edge is torn off and the 
entries transcribed from the ledger into the proper 
columns of the stub. Errors may then be located by 
the checking which this double entry system affords. 
The journal is arranged with numerical guide cards 
which are numbered as necessary to make the daily 
changes, and these are all filed under date guide cards. 
The journal is kept in a tray file, and is operated in 
conjunction with the ledger. 

In this way, a general summary of the day's business 
can be kept, so that on each succeeding morning the 
cards may be sent to the cashier's desk for his guidance 
and then may be returned to the proper file, behind 
monthly guides. The check against the general sum- 
mary is the listing of the paying teller's payments 
and cash receipts from customers, made on sheets by 
an adding machine. 

Closed accounts are easily removed, the accounts 
index themselves, the posting is rapid, the accounts 
are kept together, trial balances are taken off more 
quickly, and there is less chance of error in using this 
system. Besides all this, it is capable of taking care of 
practically unlimited growth. 

Investigation indicated that while this method is 
effective in a great many banks, looseleaf ledgers for 
tabulating practically the same data are also much in 
favor. The sheets which one bank uses for these 
ledgers (Insert X) are of stiffer quality than those 
used in some of the other departments where the 
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accounts do not change so frequently and where the 
business is naturally less active. But in adopting 
either the card or the looseleaf syBtem, the banker 
needs to measure his own requirements, the number of 
accounts he carries, the withdrawals, the changes, and 
similar data. In many banks the ledgers are balanced 
on an average of eight times a year, while in some 
smaller banks, investigation indicated, this work is 
done only from four to six times a year. 

The rate of interest allowed varies from 3% to 5% 
and therefore the method of calculating interest differs 
widely in mutual savings banks and savings banks of 
other types. The bajiks which pay 3% to 3H% «e 
apparently in the majority. All withdrawals on cus- 
tomers' accounts are deducted from the balance on 
deposit at the beginning of the interest-bearing period, 
usually six months. The balance, computed on a 
monthly basis, draws interest for the time it is on 
deposit, and a statement of the interest earned during 
each period is made to the depositor on a form similar 
to Figure 147. 

Since the savings banks appeal to all members of the 
family, their range is wide and it is essential to place 
before their depositors a definite and tangible knowledge 
of the rules and regulations. One bank accomplishes 
this effectively by giving to each depositor who opens 
an account a printed circular setting forth its require* 
ments. Literature like this saves many needless ques- 
tions, and helps also to reduce the annoyance and con* 
fusion that springs from ignorance of bank rules. 

Much of the accounting in the savings department 
can be simplified by the use of special stationery. In 
many banks which maintain a commercial department 
also, the deposit tickets for the savings department are 
of one color and those for the commercial department 
are of another. An Indiana bank's savings checks are 
all printed showing various amounts, $1, $5, $10, and 
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so on, so that all a depositor has to do when he wants 
to withdraw some money is to sign one of them. The 
uniformity, as well as the plainness, of the printed 
figures, simplifies to a considerable degree the bank's 
work and saves time all around. 

THIS PLAN SAVES THE BANK TIME AND EXPENSE AND AT 
THE SAME TIME SERVES CUSTOMERS PROMPTLY 

To determine the amount of slips to print of each 
denomination, it was only necessary to tabulate the 
number of withdrawal slips for each amount for the 
previous quarter. A rack with six compartments, one 
for checks of each denomination, is kept on each clerk's 
desk. When a customer wishes to draw out, say $25, 
the clerk passes out a $25 check for him to sign. The 
printed forms, in the course of one day, save half an 
hour of each clerk's time and greatly expedite the work 
during the rush periods. 

The "interest period" in the savings department 
often suggests six or eight weeks of "hard labor" twice 
a year. Many depositors withdraw their interest every 
six months so that as soon as the interest period begins, 
they proceed to line up at the teller's window. 

An eastern savings bank has worked out a plan to 
simplify the work incidental to the "interest period" 
by paying out earnings in the form of a dividend. The 
depositors are required to register their pass books 
somewhat like registering stock certificates. Each 
book is temporarily retained by the bank and remit- 
tances for interest are sent to customers through the 
mail as rapidly as possible and without confusion. 
The work of the bank is thus handled under less stress. 

In this way each depositor receives his check promptly 
and is relieved of a long wait, at the teller's window. 
These checks can be deposited again if desired, or used 
for any other purpose. 

The routine of the plan in detail follows: 
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1. The depositor gives the bank a permanent order 
revocable at his pleasure, like this: 

CITY INSTITUTION FOR SAVING 

Date 

To the Treasurer: 

Dear Sir: Until otherwise ordered, please 
mail me check for dividends as they become 
due on pass book No 

(Sign here) 

(Address) 

2. In return the bank gives the depositor a blank 
memorandum to file with his papers covering the order. 

Date 

Uy pass book of the , 

Savings Bank, No. . . .• is registered and 

is in the possession of the above bank. 

The balance of my account at the time of 
registration was $ 

(Sign here) 

3. All accounts which are to receive interest have 
to be registered by the fifteenth of the month preceding 
the interest period. 

4. At a convenient time after the fifteenth of the 
month, interest can be credited and charged on pass 
books. Special checks then can be prepared for mail- 
ing to customers on the day preceding the beginning of 
the next interest period. These checks show plainly 
that they are for interest to a certain date on account 
of the specific numbers, and no letter need accompany 
the check. No acknowledgment is necessary, the 
indorsement of the customer being sufficient receipt. 

5. The ledger datings, of course, are as of the first 
day of the interest periods, but the entries themselves 
can be made a few days in advance if it is thought 
desirable or necessary. 

An example of the advantages of this plan is found 
in a Massachusetts bank with assets of $12,000,000 
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and 22,000 customers. It sends out in this manner 
every six months about 900 checks, 750 being of one 
amount. In order to simplify the operation of this 
plan, a special check book is made out each tame. A 
little stamp is used which reads, "Standing order to 
mail dividends. 1 ' This is stamped on the pass books 
of the depositors participating in the plan. The idea 
has developed more business. 

To summarize, a savings department is valuable to 
a bank because its resources are always on hand should 
other withdrawals reduce the supply of funds. Largely 
for this reason, more time and thought are given to 
methods of securing profitable accounts. 

As a matter of fact, too few bankers anticipate the 
probable balance resulting from small beginnings. 
However, progressive banks have worked out plans for 
handling funds to make them pay as indicated here. 
Deposits, of course, furnish little support until they 
grow "full size/ 9 but the manner in which they are 
supervised may determine their ultimate strength. 

Unquestionably, once the right methods are applied 
to the handling of savings accounts, a bank should 
make progress along two distinct paths: that of 
increased lending capacity and that of increased 
volume. What more could we ask? 



Digitized by VjOOQ IC 



INDEX 



ACCOUNTS 
—dosed 268,980 

—"Committee 221 

— helping farmers to keep 164, 166 
— information about customers' 1, 2 
— ioint , 268 

—methods that win 

19, 08, 90, 166, 282, 266 
—open book 72, 74, 77 

— ge aring eiedit to 88, 86 

a8F266, 267, 268, 26a 261, 262, 
268, 264 
ADVERTISING 
— circular 60 

— constructive 118, 120 

Advertising and service 164, 266 

Applicants for loans 

22. 28, 26, 27. 20, 48, 66, 00. 124. 126. 

128, 147, 16a 162, 168, 208, 217, 226 

APPLICATIONS 

— forms for 8 

—for cattle loans 8, 00, 100 

™"4or farm !**•»■ 

114, 124, 126, 12a 127, 12a 186, 
147, 162 186 180 
—tor home builders' loans 28a 868 
— for reel estate loans 221, 224, 220 
—handling of 2a 2a » 

APPRAISAL 
—of farmland 

124, 126. 128, 160, 161. 166, 166, 
167, 168, 160, 160, 162, 16a 164 
of property 

114, 124, 12a 12a 18a 187, 161, 
166, 164, 224 
Appraisers' reports 124, 126, 187, 180 
A880CIATION8 
—building and loan 23a 24a 364 

—cattle raisers' 211 

Automobile loans (see Loans) 



BANK 
— examiner 00 

—lawyer 126, 12a 187, 180 

Bank of North Lake, Wisconsin 164 
Bill of exchange 7a 76, 77 

BiU of lading 106 

BONDS 
—debenture 242 

83,84.06 
242 
6 
— savings 280.242 

—syndicate 88, 07 

BORROWERS 
— expense in arranging loans 180 

fininfisl statements 

16, 7a 201, 20a 217 



1,2, 5, 7. & 16, 17. 68, 81, 87, 9A 
08. 06, 00, 114, 117, 162, 168, 16a 
—^ 2ia 211, 213, 268 
___ JxwTowers . 47, 4a 63, 244 
Building and loan association! 

283, 242, 264 

ling m» bank 

10, 22, 47763. 64, 66, 66, 7a 71, 
76. I&ML164, 16a 16a 100, 282, 



CATTLE 
—branding 2ia 211 

—inspection 204, 20a **. 2ia 211 

CATTLE LOANS (see Loans) 
—applications for 201, 20& 211, 218 
—records of 2ia 211 

Charge-offs 21, 20, 27, 118 



60 



Chattel (see Loans) 
Circulars, advertising 
COLLATERAL 
•-^las and records 

14. 7a 83, &a 87, oa 03, 06. 07, oa 

100. 10a 106, 107, 100, 110, na 
114, 117, 118, 124, 126, 126, 127, 
12a 130187, 147, 162, 163 

—loans (see Loans) 

8, 81. 83. 84, 86, 87, 00, 08, 0a 
07, 00, 100 
COMMERCIAL 

—loans (see Loans) 

—paper (see Loan* and Paper) 
COMMITTEE 



221 

—discount (see Discount Committee) 
Cooperation with farmers 

164, 166, 166, 16a 100, 171, 172 
174, 176 
CREDIT 
—analysis of 70,71 

— appUeants' 2a 67. 60, 6a 60, 81 
--determining farmers' (see Farmers) 
— extending credit to farmers 128.130 
credit to accounts 88, 86 



6, 83. 86, 67, 60, 66. 66, 60, 7a 
71, 74, 76, 7a 70, 80, 81, 86, 10a 
110, 12a 141, 142, 14a 144, 147, 
174, 176 
CROPS 
—credit sheet 147,160 

—division of 14* 14a 147, 160 

CUSTOMERS 
— forms for farmers' use 

16a 16a 180, 171, 174 
—identification of 267 

for women 220, 282 



xvu 



Digitized by VjOOQ IC 



INDEX 



200 
21, 22, 23, 26, 27, 29, 130 



10, 85, 42, 44, 68, 59, 60, 186, 193, 

194. 223, 227 
— participation investments 229, 232 
—records of 

1, 2, 5, 16, 31. 33, 35, 85, 87, 90, 

— -service to (see Sendee) 

— ahort-term investments 63 

— signatures 1, 257 

—written agreements with 81, 83 



DEPOSIT 
— records 

16, 17, 285, 288, 255, 256, 257, 258, 
260,261 
— ticket 29, 81, 88, 36 

DEPOSITORS 
—files (see Files) 

—identification of 257 

per sonal reoord of 1, 2 

DISCOUNT 
— checks 38,35 

•—difference between discount and 

interest 76 

—forms 29, 31, 33. 35, 233, 238 

—offerings 21, 29, 31, 88 

— records (see Files) 
DISCOUNT COMMITTEE 
—duties 

18. 19, 21, 22. 23, 26, 27, 44. 214 
—how it builds business 19 

— meetings 18, 19, 21, 27, 29 

—records of meetings 26 

—salaries 29 



bank 
of 



69 
76. 76; 77 



Farm, how to judge earnings 

145, 146, 147. 150, 151, 155, 157, 158, 
169, 160, 162, 163, 164, 166 
FARM LOANS 
— applications for 184, 180 

' tow to appraise 

113, 114, 117, 118, 124, 125, 126, 
127 
r to handle 

176, 177, 179, 181, 186, 186, 189, 
193, 194 

—purchase and resale of 193 

—records of negotiations 

113, 114, 117, 126, 126, 127, 135, 
137, 139, 147, 160, 151, 160, 163, 
166, 166, 168, 169, 171, 175, 176, 

177, 179, 181, 185, 186, 189, 193, 
194 

Farm Loan Act 144, 151 

Farm mortgages (see Farm Loans) 
FARMERS 
—determining credit of 

118, 120, 124, 125, 126, 127, 129, 



130, 134, 135, 139, 145, 146, 147. 
160, 151, 165, 157, 158, 169, 160, 
162, 163, 165, 166, 168, 169, 171. 
175 
^—financial statements 

114, 135, 147, 164, 166. 174, 176 



•—helping them to k< 
164, I 



166. 166, 16 
174, 175 



169, 171. 172, 

power 
169, 171. 172, 



118 
144. 151 



164, 165, 166, 1 
174, 175 
s pec ulations of 
Federal Farm Loan Act 
Federal Farm Loan Bank 

129, 187, 139. 141 
Federal Land Bank District 137, 139 
Federal Reserve Bank 

71, 72, 74, 75, 79, 88, 129, 130 
FILES 
—borrowers' financial statements 

16, 70, 201, 208, 217 
—borrowers' records (see Bor row e rs) 
—card index 110, 193, 257 

—cattle loans 210, 211 

— collateral reoords 

14, 70, 83, 85, 87, 90, 93, 96, 97, 
99, 100, 103, 106, 107, 109, 110, 
113, 114, 117, 118, 124, 125, 126, 
127, 128, 135, 137, 139, 147, 162, 
168 
—credit (see Credit) 
—customers' reoords (sse Customers) 
—deposit records 

16, 17, 256, 256, 267, 258 



—depositors' 
£2. r 



, 255, 256, 257, 258, 260, 261 
—discount committees 26 

—discount records 

2, 6, 7, 8. 10, 11,13, 14, 16, 17, 29, 

31, 33, 35, 61, 68, 54, 55, 67, 69. 

60,63,85,87.96 
—farm loans (sse Farm Loans and 

Mortgages) 



—farm mortgage 
179, 1817181 
224,227 

—field notes 

— indorsers' records 



85, 186, 189, 198, 194, 

194 
18, 14, 67, 69 
110, 193, 221 
— liability 7, 8, 13, 14, 16, 67, 99 

— loan and disoount reoords 

2. 5. 7, 8, 10, II, 13, 14, 16, 17, 

29, 31, 88, 35, 61, 63, 64, 65, 67, 

69, 60, 63. 85, 87, 96 • 

— loans made and purchased 7 

—loan register 6 

— loans to home builders 

236.238,239,254 
— looseleaf record system 

6, 7, 224, 260 
— offering* for discount 29, 81, 83, 35 
— "one-operation" system 

10. 11. 13, 14 
—payments of principal and interest 7 
p er s o nal reoord of depositors 1, 2 
—real estate loans 

217, 221, 223, 224, 227, 229, 232. 
—reference 14 

—savings account 

124, 265, 256, 257, 268, 260^ £61. 
262,263,264 



XV111 



Digitized by VjOOQ IC 



INDEX 



—taxes 18 

—transfer 193 

—triplicate recording system 7, 8 

First Joint Stock Land Bank 

129, 135, 139, 141, 151 

First National Bank of Boone. Iowa 53 

First National Bank of Waco, Texas 117 

FORMS 

— application (see Application) 
—deposit ticket 29, 31, 33, 35 

—discount 233, 238 

—for appraisers' reports 124, 125 

— for collateral records 103 

—for farmer customers 

106, 168, 169, 171, 174 
— for real estate loans 217, 221 

—interest notices 193, 194, 227 

— ledger 6, 7, 8, 14, 67, 181 

— liabbity 7.8,14 

—mortgage 177, 179, 181, 185 

•—promissory note 72, 117 

— trade acceptances 72 

—trust receipts 110 



GOVERNMENT 
—appraisers 137, 189 

—bonds 88,84,96 

H 

Home Builders, loans to (see Loans) 



I 



257 



Identification of depositors 

INDIVIDUALS 
—liability 18 

m —loans to 57, 63, 81, 83. 99, 100, 106 

Indoraers' records 13, 14, 67, 69 

INFORMATION 
—about collateral 85, 87, 9a 03 

— about customers' accounts 1, 2 

— insuranoe 221 

INSPECTION 
—of cattle 204, 205, 206, 210, 211 

--of farm land 124, 125, 137, 151 

INSURANCE 
—card file 11Q, 198 

—clause 179 

— information 221 

— investments 124 

INTEREST 
— automatio tickler 

185, 186, 223, 227, 229 
—depositors' 261, 262, 263, 264 

—entering 35, 36, 39, 40, 41 

— bow it differs from discount 76 

— how to compute 235 

—notices 193, 194, 227 

— payments 

7, 185, 186, 189, 227, 229, 239, 244, 
245, 246, 247, 248, 262, 263 
— rates of 

76, 84. 85, 141, 142, 143, 145, 194, 
214, 248, 254 
— rules for calculating 39, 40, 41 

INVESTMENTS 
— for customers 221 | 



— f or farmers 

— for women customers 

— insurance 

— livestock 

— participation 

— short-term 



168,172 

229,232 

124 

134 

229,282 

68 



Lawyer, bank 125, 128, 137, 139 

LEDGERS 
— discount 7 

— loans 5. 7 

—liability, 7,8,10 

— lopseleei m 181 

Legal investigations 125, 128, 137, 139 
LIABILITY 
—files 13. 14, 16, 67, 99 

—ledger 7, 8, 14 

LIST8 
— alphabetical loan 7 

— of good customers 98 

LIVE STOCK (see Cattle) 

—investments 134 

LOANS 
— applications for 

18, 19, 21, 22, 23, 26 27. 29, 47, 
48, 65, 99, 114, 124, 125, 128, 147, 
162. 163, 189, 205, 217, 235 
—call 85 

—cattle 

195, 197, 201, 205, 208, 210, 211, 
213, 214 
— eharge-offs on 21, 26, 27, 113 

—chattel 83, 97, 98, 99, 100 

—chattel mortgage 

99, 100, 201, 210, 211 
— collateral 

70, 81, 83, 84, 85, 87. 90, 93, 95, 
97 
— commercial 56, 57, 59, 60, 63, 64 
84,86 



113, 114, 117, 118, 120, 124, 125, 
126, 127, 128, 129, 130, 134, 135. 
137, 139, 141, 142, 143; 144, 14& 
146, 147, 15A 151, 155, 156, 157, 
158, 159, 160, 162, 168 

—handling of small loans 

47, 48, 51, 53, 54, 65 

— instalment payments on 

47, 48, 51, 64, 76, 233, 235, 238 

— long-term 

120, 129, 130, 184, 185, 137, 139, 
141. 142, 143, 144, 146 146 

— maturing 21 

*w 31 

i automobiles 98, 99, 100, 101, 106 
i commodities 107, 109 

i motor trucks 106, 107 

—on produce 107, 109, 110 

— on warehouse receipts 103, 106, 107 

— participation 201 

—purchase and resale of c om mercial 
paper 57, 60, 63, 69, 70. 72 

— real estate 

7, 217, 221, 223, 224, 227, 229, 232 

—records of 

**.t.8.io, 11.13. 14.10,17, 

224, 227 

(see also Files) 



X* 



Digitized by VjOOQ IC 



INDEX 



of 
21, 81, 68, 118, 120, 184, 197. 214 
ecured 44,81,83,84 

—abort-term 56, 68, 120, 144, 146 
47,48,58 

57,66,106 

o farmers 

67, 85. 118. 114, 117. 118, 120, 

134. 135 



238, 235, 238, 230, 242, 244, 245, 

246. 247, 248, 253, 254 
—to individuals 

56, 57, 65, 81. 83, 00, 100. 106, 160 
—to mail borrowers 47, 48, 53, 244 



44. 47. 48, 51, 53, 54, 56. 56. 57, 66 
—warehouse 107, 100, 110 

Trftaw territory 

161, 155, 156, 157, 158, 150, 160, 

162, 168, 164, 166, 172 



Maker's records 
MATURITY 



I loans 



13,14 

10 

21 

7,8,11 

Morehead City Bank 47 

MORTGAGES 
inn loan 
84,85, 113. 114, 117, 118, 120, 124, 
125, 126, 127, 128, 129, 130, 134, 
135, 137, 189, 141, 142, 143, 144, 
145, 146, 147, 150, 151, 155, 166, 
157. 168, 159, 160, 162, 164 
— for sale 221, 229, 282, 244 

— -instalment 

194, 244, 245, 246, 247, 248, 263, 
254 
—real estate 217,221,223,224 



2, 5, 7, 8, 10, 11. 13, 14, 16. 17, 
224.227 
econi 142 

Motor Truck loans (see Loans) 



NOTES 
— due 



—instalment 
—past due 
— promissory 
—records of 
—single name 



16, 42, 106, 107 

60 

107 

16,42,53 

54, 55, 71, 78, 117, 177 

10, 11, 13 

65,66,69 



Notices to customers 

10, 11, 35, 42, 44, 53, 69, 60, 96, 186, 
198, 194, 221, 223, 227 



Offerings for disoount 

P 

PAPER 

— " accommodation " 



21, 29, 31, 33 



65 66, 67, 69 



—agricultural 72 

—commercial 57, 60, 63 

—single name 65, 66, 69, 75, 70 

—two name 65, 66, 70 

Passbook 51,53,256,262 

Promissory notes 54,55,71,78,117,177 

Property appraisal of (see Appraisal) 

Purchase and resale of commercial 

paper 57, 60, 63 



REAL ESTATE LOANS (see Loans) 
— applications for 221, 224, 229 

—records of 

217, 221, 223, 224, 227, 229, 232 
227 

Records (see Hies) 

Rediscounts 22, 26, 63, 66, 67, 74, 70 
REGISTER 
—collateral 85, 87 

5 

227 

10 

Resale of commercial paper 60, 63 

Routine, simplifying 

1, 2, 5T7, 8, 11, 13. 14, 16, 17, 97 



SAVING8 



s 



47, 255, 256, 257, 258, 260, 261 
—bank records 

124, 255, 256, 257, 258, 260, 262, 
263,264 
—bonds 239,245 

—home builders' 289, 246 

Securities 

81, 83, 84, 93, 96, 97, 103. 134, 141, 
14&. 145, 166, 186, 195, 107. 213, 217, 
224,242 
SERVICE 



22, 23, 26, 27, 29, 85, 44. 60, 68, 
72,75.256,261 
—in handling applications 23 ,26, 29 
—through a discount oommittee 

19, 21, 23, 26, 29, 44 
—through trade acceptances 74, 75 
—to fanner* 

164. 165, 166, 168, 160, 171, 172. 
174 
—to small borrowers 

47, 48, 51, 53,54,65 

Sight drafts 78,74,78 

Signatures 1. 257 

STATEMENTS > 

—of applicants for loans 66, 70 

—of borrowers 16, 70, 201, 208, 217 

—of farmers 

114, 135, 145. 147, 164, 166, 174. 

175 

—of merchants 114, 145 

Stationery, special 261 

SUMMARY 

—of day's business 260 

— of week's transactions 16 



Digitized by VjOOQ IC 



INDEX 



Territory, analysis of loan 

151* 166, 156, 167, 168, 160. 160, 

162, 163 164, 166, 172 

TICKLER _ 

—automatic interest 186, 227, 220 

—maturity 7, 8, 11, 228 

—note 8, 10 

Trade acceptance 

51, 66, 60. 70, 71, 72, 78, 74, 75, 76 
78* 70 80 
Trust receipts 108, 100, 110 



United States Treasury Depa r tmen t 86 



VAULT 
—custodian 08,08 

— special vault for savings account 



w 

Warehouse loans (sse Loans) 
WOMEN 

i for 220, 282 

lof 1 



Bd 



Digitized by VjOOQ IC 



Digitized by LjOOQ IC 



Digitized by VjOOQ IC 



THIS BOOS 18 DX7E ON THE LAST DATE 
STAMPED BELOW 



AN INITIAL FINE OF 25 0ENT8 

WILL BE ASSESSED FOR FAILURE TO RETURN 
THIS BOOK ON THE DATE DUE. THE PENALTY 
WILL INCREASE TO BO CENTS ON THE FOURTH 
DAY AND TO SI.OO ON THE* SEVENTH DAY 
OVERDUE. 



MM 16 >4l! 



i.^r.rvxf Uoc 



nFfi g 1949 



J. .' 



flDec'55GB 



WNT2T^ 



95* H' 



iflMfgjgl 



>w»n i'Vi 



JAN ii :si 



LD 21-1 00m-7,'39 (402s} 



Digitized by 



Google 



IU £0770 




J,^ 



389548 



UNIVERSITY OF CALIFORNIA LIBRARY 



f 




§ 



JbyLjOOg 












_ 



M «£ 









u I I • I 



M, • 



r,M;:' 






.^ 



ii" 



■I 



M [ .\\\>\ 



m'M 




■I. 



